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A 


Foreword 


In the context of the large increase in the size and magnitude of governmental 
activities over the past two decades, their increasing complexity and the consequent 
new role of Government in their management, modern methods and techniqties of 
project and financial management have become necessary to ensure efficient utilisa- 
tion of resources. In the field of budgeting also, the need has been felt for a system 
which will focus attention on what the Government is doing in terms of their pro- 
grammes, activities and projects, their costs and quantitative data, reflecting 
planned tasks and their performance in both financial and physical terms.’ Recogni- 
sing the deficiencies of our present budgetary structure which fails to adequately link 
financial outlay to physical achievements, the Administrative Reforms Commission 
in its Report on ‘Finance, Accounts and Audit’, had recommended the introduction 
of performance budgeting, a technique which has been hailed as the management’s 
approach to budgeting and financial control. 


me v.-omraission naa, imer-aim, stressed the need tor sxutable training prog- 
rammes for all concerned The Indian Institute of Public Administration has been 
rendering useful service in the field of training and a large number of senior and 
middle level officers in the Central and State Governments and Public Sector Under- 
takings have already been trained. Besides research studies and consultancy, this 
programme will continue as part of the Institute’s efforts in this area in suppleinent- 
ing the work of the Ministry of Finance. 


The need for a comprehensive and practical guide on Performance Budgeting 
has been felt for quite some time now, both in the context of providing proper ^read- 
ing material to the trainees and in facilitating a clear understanding of the subject 
among the concerned Government officials for practical application in their respective 
organisations. In fact, the absence of such a handbook has proved to be a major 
limiting factor in the adoption of this new technique. The Administrative Reforms 
Commission had envisaged that the Finance Ministry would prepare a practical 
Manual on Performance Budgeting. Since, however, the Indian Institute of Public 
Administration has been assisting the Finance Ministry in its efforts towords per- 
formance budgeting, this job was undertaken by us on a modest scale. 



GOPESHWAR NATH 
Director 

Indian Institute of Public Administration 


September 2, 1972 
New Delhi 


Preface 


The Government of India have accepted the recommendation of the Adminis- 
trative Reforms Commission that the departments and organisations, both at the 
Centre and in the States, which are in direct charge of development programmes 
should introduce performance budgeting. This was a milestone in the budgetary his- 
tory of our country. Some of the State Governments have also accepted this. Today, 
as a first step in that direction, performance budget documents of a number of Minis- 
tries and Departments/Organisations at the Centre and selected departments and units 
in the States are being presented to the Parliament/State Legislatiues as a post-budget 
supplementary exercise, pending the required changes in the accounting and budgetary 
structure as well as improvements in the financial management practices. 

There is, however, a long way to go before we can realise the advantages of 
performance budgeting as a tool for management in the control and monitoring of 
the programrnes and projects. A number of issues have to be sorted out and suitable 
changes or improvements considered in our system of financial management and 
control. Elaborate training efforts are also needed to educate and motivate all those 
who, at different levels, will be concerned with the development of performance 
budgeting. Useful work in this area is being done by the Indian Institute of Public 
Administration and the Institute of Secretariat Training and Management. 

Apart from training which has to continue on an intensive and extensive 
scale, there is a long felt need for a proper manual or guide to serve as training 
material and also to facilitate a clear understanding of the subject in all its ramifica- 
tions. This required the gaining of some experience and could not, therefore, be 
undertaken so long. For over a year now, I have been feeling that this work could 
not, perhaps be delayed any further. This Volume, an illustrative guide, is my 
humble attempt to meet the needs of the situation at the earliest. Every effort has 
been made to cover the important aspects of the technique with suitable illustrations. 

A mimeographed volume on the subject was earlier circulated among Central 
Ministries/Departments and State Governments for their reaction. It is gratifying to 
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note that, there is widespread demand for .such a book. I am . grateful to all ■ those 
departments, at the Centre and the States for their valuable. .suggestions and encourage-' 

ment. I have reviewed the earlier work to make it more comprehensive and practi* 
^1. It complete information regarding performance budgeting efforts in all the 
States were available, this Volume could have highlighted the actual problems being 
^peiienced, though I have tried to cover the major issues, as far as I can see. 
Performance budget documents of all those States who have made a beginning were 
also not available, though called for. That would have enabled me to draw upon 
more representative material to serve as illustrations. 

oi. ^ benefited by the pioneering works 

ol hhri^. Premchand, an old friend and colleague of mine, now with the World 
Bank Organisation. His book on ‘Performance Budgeting’ is the only book of its 
kind written m the Indian background. I am also grateful to the Director and my 
colleagues in the Institute and the Ministry of Finance for their cooperation and 
jjP-. i ^ware that this work could be improved upon and shall be grateful if 
deficiencies or mistakes are brought to my notice. 


S. S. VISWANATHAN 
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Introduction 




The budgetary system in India, as in many other countries, has been designed 
and developed from time to time mainly to facilitate financial and legal accountability 
of the Executive to the Legislature, and within the Executive, observance of similar 
accountability on the part of each subordinate agency. The chief objective sought 
to be achieved was to ensure that funds are raised and money is spent by the Execu- 
tive in accordance with and within the limits of legislative sanctions and authorisa- 
tions. Accordingly, the budgets are formulated and presented with a pre-dominant 
bias^for the objects of expenditure and the departments or organisations wlich incur 
them. Thus, it is usual to see in a budget document, broad heads of expenditure 
such as pay of officers, pay of establishment, allowances and honoraria, contingencies, 
other charges, grant-in-aid, subsidies, etc. against various departments and subordi- 
nate organisations. The ‘conventionaf budget of this type, with its object or line- 
item classification, primarily reveals what Government purchases, but not why; it 
brings out what the Government buys; but not what the Government does. In other 
words, the concern about financial accountability is the overriding consideration which 
permeates the entire budgetary process. The budgets, therefore, emphasise the finan- 
cial aspects and do not properly inter-relate financial outlays with physical programme 
and achievements. 

DEFICIENCIES OF THE PRESENT SYSTEM 

In its present form, the conventional budget suffers from a number of short- 
comings, of which four arise mainly out of the system of classification : 

(a) the classification does not serve as an adequate base for informed decision 
making at each level of management. It does not help management to 
control and appraise performance of the various programmes, projects, 
activities and schemes (Programme and activity classification is suggested 
to remedy this); 

(b) it is difficult to see from the existing budget and account heads for what 
broad purposes and objectives resources are being allocated (Functional 
classification is suggested to remedy this); 

(c) The classification does not permit a proper analysis of the impact of 
government transactions on the total national economy (This is sought 
to be remedied by an economic classification); and 
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(d) it is BOt helpful as a basis for judging the progress towards the achievement 
of goals and objectives as envisaged in the development plans. 

During the past two decades, it was becoming increasingly clear that in the 
context of a planned economy and the growing size and complexity of governmental 
operations, there is a need to reorient our budgetary system to the new developmental 
responsibilities of management in ensuring fulfilment of Plan objectives. It was felt 
that the budget in the modern day has to serve not merely the needs of accountability, 
but also the needs of management and top level planners and decision makers. The 
budgetary structure and process should be such that it reveals a comprehensive picture 
of the total efforts of government in its functional fields, the economics of the pro- 
grammes and activities, the results that flow from them and the relationship between 
money spent and results achieved. In other words, the budget should be a financial 
and work plan that would highlight what the Government is doing in terms of its 
programmes, activities and projects, how much it is doing, at what cost and with 
what results. Though more and more material about governmental activities is now 
made available through a number of supplementary documents, such as the Expla- 
natory Memorandum, Notes on Important Schemes and Projects, Annual Reports, 
etc. at the centre, and Plan Volumes (showing details of plan schemes, their aims, 
targets, etc.). Annual Administration Reports, Explanatory Memorandum, etc. at the 
State level, these are neither comprehensive nor related to or identifiable with 
specific budget provisions , which, as mentioned earlier, are in termajofi 
expenditure. * 

PERFORMANCE BUDGETING -DEFINITION 

The technique of performance budgeting seeks to remedy the defects in the 
conventional budget by highlighting manageme nt consideration s... The emphasis in 
performance budgeting is on accomphshmeiits rather than on the means of accom- 
plishments, on the precise definition of work to be done or service to be rendered 
rather than on details regarding money spent on the several items. A performance 
budget seeks to present the purposes and objectives for which funds are requested, 
the costs of the various programmes and activities proposed for achieving these 
objectives and quantitative data measuring the work performed or services rendered or 
results accomplished under each programme and activity. In brief, performance bud- 
get is a comprehensive operational document, conceived, presented and implemented in 
terms of programmes, projects and activities, with their financial and physical aspects 
closely interwoven. 

BASIC STEPS 

There are three inter-related considerations or basic steps in the development 
of performance butgeting in any organisation. They are : 


(a) evolving a meaningful classification structure in terms of programmes, 
projects and activities under each function entrusted to an organisation in 
order to show precisely its objectives, the work done and the organisational 
responsibilities; 

(^) bringing the system of accounts, reporting and the prevailing financial 
management practices in general into accord with the new classification 
and requirements of performance budgeting; and 
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(c) establishing suitable work units for physical measurement of work done, or 
services rendered under each programme and activity and developing suit- 
able norms, standards and other performance indicators for appraisal of 
performance. 

The above constitute the basic elements in the introduction of performance bud- 
geting in any organisation, each serving the management needs in part, and together, 
forming an important tool for review, analysis and control. 

' PURPOSE OF PERFORMANCE BUDGETS 

The main purposes sought to be achieved by performance budgeting are : 

(a) to co-relate the physical and financial aspects of every programme, project 
or activity; 

(b) to improve budget formulation, review and decision making at ail levels of 
operation in the government machinery; 

(c) to facilitate better appreciation and review by the legislature; 

(d) to make possible more effective performance audit; 

(e) to measure progress towards long-term and short-term objectives as envi- 
saged in the Plan; and 

(/) to bring annual budgets and annual Plans together through a common 
language. 

DEVELOPMENTS 

The merits of the technique of performance budgeting were recognised by the 
Working Group on Performance Budgeting set up by the Study Team on Financial 
Administration of the Administrative Reforms Commission appointed by the Govern- 
ment of India.* ^Endorsing the Report of the Working Group, the Administrative 
Reforms Commission have recommended that ‘'The departments 

bu3getmgf^ done both at the Centre and in the States'". This recom- 

mendation has been accepted hy the Government of India and some State Govern- 
ments. Today, in India, performance budget documents of a number of departments 
and organisations are being prepared not only by the Central Government but also 
by a number of State Governments as well. It is expected that within the next few 
years, all the developmental departments at the Centre and a sizable number of 
States would have converted their budgets on the basis of the new technique. These 
performance budgets are, however, now being presented to the Parliament and State 
Legislatures as post-budget supplementary documents, pending the required account- 
ing support and other necessary changes in the financial management practices. Much 
remains to be done in making these documents operationally useful to aid managerial 
performance. 

♦See the Report of Working Group on Performance Budgeting contained as ^Accompaniment 
in Report of the Administrative Reforms Commission* s Study Team on Financial Acfminist ration^ 

lAfsN Delhi, Manager of Publications, Government of India, 1967 and Administrative Reforms Com- 
mission’s Report on ^Finance, Accounts and Audit f New Delhi, Manager of Publications, Government 
of India, 1968. 
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LIMITATIONS AND PERSPECTIVE 

Perfonuance budgeting provides no remedy for the administrative deficiencies in 
the budget process It is no panacea for the administrative and organisational 
shortcomings- It is only one of the useful tools to be properly and intelligently 
made use of by a well-organised and efficient administrative set-up. The concept of 
performance budgeting is clearly applicable and useful in respect of developmental 
projects, programmes and operations that lead to some homogeneous end product 
or quantifiable physical accomplishment. Its usefulness is somewhat limited in 
respect of activities of a routine administrative nature or such unpredictable areas 
as basic research that are not measurable in any meaningful manner, though even in 
the *non-measurable’ areas or welfare services, it has been established that per- 
formance budgeting provides a meaningful base for review and analysis. Also, 
performance budgeting enables only quantitative and financial evaluation of pro- 
grammes and projects. It does not facilitate qualitative evaluation. Quality factors 
and other aspects such as topographical differences, changes in techniques and work 
methods, etc. should be borne in mind while drawing any conclusions or forming any 
value judgment out of quantitative data generated and used in performance 
budgeting. 

Although the technique of performance budgeting offers great potentialities for 
management, its introduction in practice must be approached with caution. Its 
application assumes the existence of a number of factors or facilities. It requires 
greater financial discipline, trained manpower, a regular and efficient system of 
recording and reporting financial and physical data, adequate powers commensurate 
with responsibility and effective coordination between various government agencies 
and the budget making authority. All the advantages of the technique cannot be 
realised in a short span of time. The basic elements will have to be developed in a 
gradual and evolutionary manner over a period. In making a beginning towards 
performance budgeting, priority should be given to projects, public sector undertak- 
ings and developmental departments. In respect of capital projects, performance 
budgeting could be really effective, if modern planning and scheduling techniques like 
PERT/CPM (Network Analysis) are increasingly made use of to have realistic cost 
schedules in relation to physical plan. Other modern techniques like cost-benefit 
analysis, operational research, systems analysis, discounted cash flow, management 
accounting etc., though not forming part of the technique of performance budgeting, 
are nevertheless useful adjuncts to it. They aid management in investment planning 
and decision making when applied to appropriate situations and help in the rational 
choice of programmes and projects from amongst competing alternatives. When a 
decision is arrived at, the technique of performance budgeting helps in their proper 
implementation and control through its built-in structure of classification, analysis, 
review and appraisal. 

in the chapters that follow, the various aspects in performance budgeting are 
discussed and illustrated. The basic issues that need to be tackled in the installation 
of the technique and in its operation have been outlined in the last chapter. In 
order to put things in the proper perspective, a separate chapter has also been added 
(Chapter 8) explaining the scope and approach of programme and performance 
budgeting as is being developed and practised in India. It also brings out the 
origin of the concept and the subsequent developments in India. :| 
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In the preparation of a performance budget for any organisation, the first stage 
is the determinat ion of a proper classification. .itrtKtoe.^kmg programmes and 
activitiesTirreliTtiolOa the. futtctiQn(j§-enitusted„.Jta hJ A performance budget is to 
be prepared for each department/organisatipn suited foreachjevfij—ministry/depart- 
mehT;” departmental head, controlling officers and subordinate offices— and not for 
each functio n or program me o f government . In other words, performance budgets 
are'vnffi'referehce to each department or organisation and not by function^, which 
may be entrusted to more than one department. 

PROGRAMME AND ACTIVITY CLASSIFICATION 

Before considering the practical steps and issues involved in arriving at a classi- 
fication base, it is necesssary to be familiar with certain terms used in the technique 
of performance budgeting like functions, programmes, activities and projects. They 
are explained below : 

jerm Definition Examples 


(1) 

(2) 

(3) 

(4) 

Function 

A major division of governmental 
efforts which provides a distinct 
public service. 

Agriculiiiral 
, ;.Dev,elopiii,eiit : 

Health 

Programme 

A segment of a function, usually 
having an end object and 
identifiable with a major organisa- 
tion; purpose of a programme is 
to contribute to the achievement 
of the objectives of the function to 
which it belongs. 

Development 
of Commercial 

Control of 
Communi- 
cabk Dis- 
eases 

Activity 

A division of a programme into 
homogeneous types of works or 
schemes; an activity contributes to 
the attainment of the end results 
of the programme to which it 

Cotton Deve- 
lopment 

Malaria 
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PWD (Buildings 
and Roads) of 
a State Govern- 
ment 


belongs; activity is usually identifi- 
able with a lower operating level 

Note— ‘A ctivity’ denotes usually revenue expenditure. The word, ‘project’ is used, if the ex- 
penditure is of a capital nature. An activity could be further sub-divided into individual tasks, 

works or 'perforinaGce units ,,at lower levels. ^ - 

Classification in terms of programmes and activities could be as broad or as 
detailed as considered necessary, depending on the level for which a performance 
budget is prepared. The following illustration will explain this point : 

Department Level for which Programme and Activity Classification 

prepared 


1. Construction and development of roads 
and bridges : 

'• (0 National highways (Central Sector) 

(u) National highways (Urban links — 
State portion) 

{Hi) State highways 

(iv) Major district roads 

(v) Other district roads 

(vz) Village roads, etc. 

L Construction and development of roads 
and bridges : 

{a) National highways 
(Central Sector) 

(0 Missing links 
(zT) Improvement to roads 
(z7z) Widening of roads 
(zv) Construction of bridges 
(v) By passes, etc. 

{b) National highways 

(Urban links — State portion) 
(Further classification into suitable 
activities as above) 

(c) State highways 

(As indicatied above, classification 
into activities for each programme 
to be elaborated) 


PWD (Buildings Government/ 

and Roads) of Legislature 

a State Govern-, 
ment 


PWD (Buildings Chief Engineer/ 

and Roads) of Superintending 

a State Govern- Engineer 

ment 
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(c) From the list of objectives, make out a comprehensive list of the ivork done 
or services rendered; and 

(d) Thereafter, prepare a classification base in terms of programmes and 
activities that is best indicative of the whole range of operations. (For 
purposes of preparing a performance budget, which is agency oriented, the 
programme is the highest level of classification). 

As pointed out earlier, the department is the best judge to decide how broad or 
how detailed the classification should be depending on the level for which it is meant. 
A classification structure is to be tailor-made to suit individual situations. 

ACTIVITY COSTS 

After the programmes and their sub-divisions are determined, the next step 
would be to arrive at their costs for inclusion in the budget. As the accounts and 
budget heads are now oriented to* object-type of classification, working out the cost 
in terms of programmes/activities will involve a lot of clerical labour and time in the 
initial stages. Budget provisions for a programme or activity now appear in the 
budget at a number of places, involving one or more Demands for Grants, major 
heads, minor heads and other subordinate heads. They are also not clearly identi- 
fiable as such in accounts and budget. Expenditure is classified in terms of several 
objects of expenditure under diiSerent heads at diifereiit places according to the 
department which executes the activity and incurs the expenditure thereon. This is 
as per the principle of classification laid down in the Account Code, Thus, the 
budget and accounts staff will have to first understand the scope and content of an 
activity or programme and then identify the relevant sub-heads in the budget, where 
the elements of cost of that activity or programme in terms of establishment charges, 
travel, contingencies, grant-in-aid, stores, etc. are provided for. Each sub-head will 
have to be identified as relating to a particular programme/activity and all such pro- 
visions culled out and added. This procedure is necessary so long as the per- 
formance budget continues to be prepared as a post-budget supplementary document, 
pending accounting reforms. The position will be different when, after the accoun- 
ting changes, the performance budget becomes integrated with the Demands for 
Grants which will then have a new classification structure along functions, pro- 
grammes and activities. When that stage is reached, performance budgets will form 
part of the system and not a mere conversion process as it is now. 

There may be cases where the provision in a sub-head in the budget may relate 
to more than one activity or programme. The sub-head may be in respect of pay and 
allowances of officers and staff engaged on more than one activity. In such cases, at 
present, the only way open is to decide, on an approximate basis, how their expenses 
could be apportioned among the activities they serve. This can be decided only by 
the department/organisation from their experience. Since, however, the classification 
in the present day budgets is far too detailed, cases of this nature have been found to 
be few. The records kept in the offices will help determine a satisfactory apportion- 
ment. If necessary, time and motion studies could be gradually undertaken to 
arrive at more realistic results. 

It is necessary to recognise that, as things stand today in India, it is not always 
possible to work out the true ^cost’ of a programme/activity to be provided 
for in a year. Apart from the cash basis of accounting and budgeting followed. 


which is one constraint (though not very material for most part of 
normal governmental activities), there are difficulties in allocating administrative 
overheads, such as direction and supervision charges, house-keeping expenses, etc. 
No satisfactory formula exists for allocating them to the various activities. Moreover, 
the time and effort involved in doing this may not be commensurate with 
the results. Therefore, the best course would be to keep these overheads as distinct 
items in the classification as "Direction & Administration’ or "Direction & Policy 
Making’ or "Supervision’ and "General Administration’. These heads should 
include only such expenses which cannot be identified as pertaining to individual 
activities. Thus, if certain officers and staff are meant for a programme or activity, 
their cost would go to that programme/activity, whereas controiling officers, heads of 
departments and their staff would be included under "Supervision’ or ‘•Direction’ 
as the case may be. This procedure has the added advantage in that overhead costs 
would be clearly known in relation to the core budget. Percentages can be worked 
out and compared year after year. This will also facilitate setting up of norms 
such expenditure. 

To illustrate further, the headquarters expenses of the chief engineer and Ms 
office could form a head, "Direction’ those of the superintending engineers and their 
office may come under "Supervision’ and those of the executive engineers and their 
subordinates under ‘"Execution’. This course is suggested, as it may not be possible 
to allocate their expenses among the several programmes/projects controlled or execu- 
ted by them. On the other hand, if any of them, />., the C.E, or S.E. or E.E. is 
specifically in-charge of a project, their expenses would form part of the cost of that 
project. Thus, wherever expenses could be identified with a project or activity, they 
should be charged as such and not taken as a general overhead. Again, for example, 
expenditure on the Director of Agriculture and his headquarters staff cannot possibly 
be allocated among the various programmes of the Department of Agriculture, nor is 
it possible to distribute the supervision expenditure of the regional Deputy Directors 
among the programmes they control. But, if there is one Deputy Director exclusively 
I dealing with, say, commercial crops, his expenses should go to this programme and 

not to the "Supervision’ overhead. 

SCOPE AND LIMITATION 

Another point to be remembered is that the performance budget of a depart- 
ment or organisation will reflect only those programmes or activities for which that 
department is responsible for implementation and for which funds are asked for by 
it. Thus, if the Irrigation Department has Minor Irrigation as one of its pro- 
grammes, it will include only that part of the programme for which it is responsible 
and for which it has asked for funds. It will not, for instance, include in its per- 
formance budget, grants given to local bodies for minor irrigation by, say, the Rural 
Development joepartment. 

OUTLAY ON PUBLIC WORKS 

However, outlay on construction works relating to various functions and 
programmes executed by the Public Works Department is on a slightly difierent 
footing. It can either be totally excluded from the purview of the performance 
budgets of the Administrative Ministry /Department on the ground that the per- 
formance relating to construction works is not their responsiblity, or such outlays 
taken into account in computing the cost of the various programmes and activities 
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of the Administrative Ministry/Department and shown in their performance budgets. 
It would be an advantage to follow the latter course, as this alone will show the 
total outay of the programme in the performance budget of the Administrative 
Ministry/Department. It is true that the Ministry or Department may not be able 
to explain the programme and performance relating to public works outlay, but a 
suitable mention could be made while explaining the programme, that the cost is 
inclusive of a certain provision towards specified construction works done by the 
P.W.D. and that their performance in detail will be accounted for in the performance 
budget of the P.W.D. In other words, while the performance budget of the P.W.D. 
will, no doubt, show performance details under the various programmes and works 
of various Ministries/Departments, the performance budgets of the Administrative 
Ministries/Departments will only include this outlay in broad terms without detailed 
explanations about actual accomplishment, vis-a-vis plan of action. As the 
legislature will be voting funds only on the basis of the Demands for Grants, there 
should be no objection if the outlays appear in the performance budget of the P.W.D. 
and also of the concerned Administrative Ministry /Department. The present practice 
at the Centre and in the States is not uniform in this regard. Public Works 
outlay is generally seen excluded from the performance budgets of the Ministries/ 
Departments. For the sake of uniformity and for giving a total picture of the 
outlay under a given programme, it may be necessary to take into account construc- 
tion outlays done by the P.W.D. also, as part of the cost of individual programmes. 

LOANS AND GRANTS 

A large part of the capital budget may sometimes be by way of bulk loans and 
^ants to State Governments/Organisations, etc. For reasons stated in Chapter 7, 
it may be expedient to classify these as such distinctly in the programme structure of 
the Department. Where, however, in the case of loans and grants to individuals, 
organisations institutions etc., the purpose is known, the amounts should be 
appropriately added to the cost of the relevant programme and properly explained in 
the part relating to ‘Explanation of Financial Requirements’ (See Chapter 5). 

ORGANISATIONAL REALITIES 

It is also necessary to recognise that in any classification scheme by programmes 
and detailed activities, the organisational structure should be taken into account. 
Though, ideally, a programme is to be identifiable with a major administrative imit 
and an activity with a specific operating unit, such clear synchronisation is difficult 
to be achieved in practice. This is particularly so at lower levels, where a field 
organisation may be carrying out a number of activities. The cost of the field unit 
cannot, perhaps, be split up and identified with each such activity. In such a case, it 
would be necessary to recognise this constraint without attempting to go in for 
detailed sub-classification. By and by, organisation could be streamlined to make 
possible a rational classification that will also permit identification of responsibility 
centres. To illustrate, the extension and village level workers of, say, the Community 
Development Department, may be deployed to carry out agricultural extension 
services, family planning, health and other services. It is not possible to work out 
individual cost of these operations, taking into account the cost of these workers also. 
Perhaps, their expenditure may be collected under one head ‘Extension Services’. 
This aspect will be particularly felt when the preparation of a performance budget 
for lower levels is attempted. 
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Few illustrations of a programme/activity classification in respect of certain 
organisations at the centre and state level are given below. It will be useful to com- 
pare them with the traditional classification now appearing in the concerned Demands 
for Grants of these organisations. In a performance budget, the programmes and 
activities would present, at one place, the total provisions covering Revenue, Capital 
and Loan transactions, though the Revenue and capital portion will _ be distinctly 
existed to facilitate year by year comparison and proper control. Similarly, though 
fri^^tal cost of a programme or activity will cover both Plan and non-Plan Pro- 
visions, they will be shown distinctly in the classification, as this information is vital 
in our set-up. (See Chapter 5 for the Format of a Performance Budget). 

A. Minlstry OF Irrigation & Power, Government OF India* 

Programme! Activity Classification : 

I. Irrigation {Surveys and Investigations, Research, Training, etc.) : 

1. Data Collection. 

2. Surveys and Investigations. 

3. Research. 

4. Training. 

5. Coordination of Soil Conservation Measures in River Valley Catchments. 

6. Review of Irrigation Development. 

IL Development of Power : 

1. Data Collection. 

2. Surveys and Investigations. 

3. Research. 

4. Training. 

5. Central Generation Schemes : 

{a) Badarpur Thermal Power Project, 

(b) Loktak Hydro Electric Project, 

(c) Baira-Siul Hydro-Electric Project, and 

(d) Sala Hydro-Electric Project. 

6- Financial Assistance for Power Development. 

7. Load Despatching Stations. 

8. Extension of Electricity to Harijan Bastis. 

III. Flood Control Coordination : 

1. Surveys and Investigations. 

2. Flood Forecasting and Warning Centres, etc. 

3. Procurement of Dredgers. 

*1. Source : Performance Budget, 1972-73 of the Ministry of Irrigation and Power, Government 
of India as presented to Parliament. 

2. The cost of the various activities has been culled out from several sub-heads spread over a 
number of Demands for Grants and major heads of Accounts as follows : 

(fl) Demand No. 58, Major heads 19, 39 and 71: {b) Demand No. 59, Major heads 42 and 44; 
(cV Demand No. 60, Major heads 39 and 45; {d) Demand No. 122, Major head 98; (e) Demand 
No. 123, Majorheads 100, 101 arid 124; (// Demand No. 22. Major head 74; and {g) Demand 
No. 113, Loans & Advances. 
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, i>. Water 'Wing. 

V. Assistance to Foreign Countries : 

1, Trisuii Hydro Electric Project. 

2. Gandak Project. 

VL Farakka Barrage Project. 

VIL Technical Control and Supervision : 

1. Supervision and Coordination: 

(a) Irrigation and Flood Control, and 
{b) Power Wing. 

2. Coordination of Power Resources Utilisation. 

3. Other Statutory Functions. 

VIIL Policy Formulation and Administration : 

L Secretariat. 

2. Tribunals set up under the Inter-State Water Disputes Act, 1956 : 

(a) Krishna Godavari Water Disputes Tribunal, and 

(b) Narmada Water Disputes Tribunal. 

3. Chambal Control Board. 

IX. Employment Oriented Schemes : 

1. Intensive Field Investigations for providing employment opportunities to 
qualified Engineers. 

2. Rural Engineering Surveys. 

B. Public Works (Irrigation) Department, Government of Punjab’*' 

Programme I Activity Classification : 


1. Multipurpose River Valley Projects* 

{a) Thein Dam Project 

2. Major and Medium Irrigation Projects. 

3. Minor Irrigation Projects. 

4. Flood Control, Drainage and Anti-water Logging Work Schemes. 

5. Extension and Improvement of existing irrigation works. 

6. Maintenance and Operation : 



(0 Irrigation. Works, 

(//) Flood Control and Drainage Works, and 
{Hi) Tubewells. 

M. : Performance Budgets of Selected Departments, Government of Funjab, 1972-73, 

as presented to the State Legislature. 

2. The cost of the various activities has been culled out from several sub-heads spread over the 
following Demands and major heads of Account : 

(a) Demand No. 27, Major head 42; {b) Demand No. 28, Major heads 43 & 44; (c) Demand A 

No. 29, Major heads 43, 44 and 99; (d) Demand No. 44, Major head 98, and (e) Demand No. 45 ; 

Major head 99. 
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7. Tools '''and Plant. ' 'V' 

8. Survey and Investigations. ' 

9. Research. 

10. Grant-in-Aid. 

11. Administration and overheads: 

(a) Hydcl Administration, 
ih) Direction, 

(c) Supervision, and 
■ ■ (dy Execution. 

Add interest charges 
Add suspense (Net) 

C. Department of Family Planning, Government of India* ' ■ 

Programme j Activity Classification 
L Direct Expenditure : 

1. Services & Supplies. 

2. Mass Education. 

3. Research. 

4. Training. 

5. Technical Advice and Supervision. 

6. Direction and Administration, 

11. Assistance to States and Union Territories Governments. 

D. Family Planning, Government of PuNJABf 

Programme! Activity Classification : 

1. Services and Supplies. 

2. Mass Education, Information and Extension. 

3. Training and Research. 

4. Family Planning Eflbrts by Local Bodies and Voluntary Organisations. 

5. Transport Services. 

6. Direction. 

7. General Administration. 

8. Construction of Buildings. 

*1, Source ;'Ferformanee Budget 1970-71, Department of Family Flamiiiig, Government of India, 

as presented to Parliament. 

2. The cost of various activities has been culled out from several sub-heads sprciui over the 
following Demands and Major Heads of Account : 

" ' (aT Demand No. 37, Major Head 19; {b) Depiand No. 39, Major Head 30; (e) Demand No. 26, 
Major Head 74; id) Demand No, 1 14, Loans and Advances; (e) Demand No. 120, Major Heads 96 
and 124; and (/) Area Demands 50, 51, 52, 53 and 55. 

' fl. Source : Performance Budgets of Selected Departments, Government of Punjab, 1972-73, as 

presented to the State Legislature. 

2. The cost of the various activities has been culled out from several sub-heads spread over the 
following Demands and Major Heads of Account : 

{a) Demand No. 19, Major head 30-A; and {h) Demand No. 46, Major hea.d 103. 
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E. State Transport Department, Tamil Nadu* 

Programme/ Activity Classification : 

L Policy Formulation -Direction Charges. 

2. Bus Operation: 

{a) Madras including long distance and district services,, and 
{b) Kanyakiimarl branch 

3. Workshops. 

F. Department of Transport, Government of PuNJAEf ' ■ 
Programme/ Activity Classification : 

Regulatory 

• Direction,' . . . 

{b) Taxation and Licensing, and 
(c) Enforcement. 

Total 1 Regulatory 

2. Commercial : 

{a) Direction, 

{b) Supervision, 

(c) Operation, 

{d) Maintenance and Repairs, 

(c) Replacement of buses, and 
(/) Expansion and Development : 

{i) Expansion of Fleet, 

(n) Land and Buildings, and 
(m) Workshop Facilities. 








Contributions : 

(/) Motor Transport Depreciation Reserve Fund 
(//) Motor Transport Reserve Fund 
(Hi) Contributory Provident Fund 

Total 2 Commercial 

*1. Smtrce : Performance Budget, 1971-72 of Transport Department, Tamil Nadu Government, 
as presented to State Legislature. 

2. The cost of the various activities has been culled out from several sub-heads spread over the 
following Demands and Major heads. 

(a) Demand No. 30— Working Expenses; and (b) Demand No. 43— Capital Outlay. 

fi. Source : Performance Budgets of Selected Departments, Government of Punjab, 1972-73, as 
presented to the State Legislauire, 

2. The cost of the various activities has been culled out from several sub-heads spread over the 
following Demands and Major heads : 

(a) Demand No. 3, Major head 11; {b) Demand No. 12, Major head 23; (c) Demand No. 33, 
Major head 57; and (d) Demand No. 48, Major . head 114. 

3, Compare the activity classification of Punjab and Tamil Nadu. Differences in functions and 
responsibilities partly account for the different classifications. 
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, It . may, however, be' ■ymentibueti: ■he.re That' The:; above.six :exam.ples;;have'"beeii 
give.n only by way . of illustration... 'They, are ' not mieaiit to co,tivey tliat the -c.Iassifica'- 
tion followed is, necessarily the idea! one. .Also,, the classifi-catioii , was meant , for,top 

level, Lc., Parliament/Legislature. 

'■.G. Directorate of Education'., (General).ot a Btate;':Gove.rn.ment*-‘A:'Poss,iblb 
Classification ' W;, Activities*.' 

Programme/ Activity Classification : 

1 . Elementary Education : 

„, (a) Provis,,io,n of Schooling .Facilities for 6—1! -age groups, ' and:,.- „ .. 

(h) Teachers’ Training. 

2. Secondary Education : ; 

(^) Provision of Schooling Facilities for 11*— 17 age group, and 
{b) Teachers’ training. 

3. Collegiate and University Education : 

(a) University, and 
lb) Colleges. 

4. Scholarships and other financial assistance : 

{a) Scholarships, 

{b) Freeships and Stipends, and 

(c) Loans. 

5. Development of Hindi : 

{a) Provision of Teachers, and 
{b) Training. 

6. Development of Regional Languages : 

{a) Provision of Text Books, and 
{b) Other Promotional Activities. 

7. Social Education ; 

{a) Adult Education, 

{b) Audio-visual Education, 

(c) Community Centres, and 
{d) Other Schemes. 

8. Special Education : 

{a) Art Schools, 

(Z?) Music Schools, 

(c) Basic Schools, 

(d) Reformatory Schools, 

(e) Sanskrit Schools, and 
(/) Other Schemes. 


• ' , ^This is only illustrative and needs to be adapted/ Improved upon to suit local conditions 
and needs.,; 
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9. Sports, Youth Services and Other Cultural Programmes : 

(a) Sports, 

(c) NCC and Allied Schemes, 

Id) Boy Scouts and Girl Guides, and 
(e) Other Cultural Programmes. 

JO. Library Services. 

Jl. Research.: v 

12. Direction and Administration. 

13. Inspection. 

14. General Contributions and Grants to Miscellaneous Bodies. 

15. Buildings and other Construction Works. 

H. Department of Anemal Husbandry (Punjab) * 

Programme I Activity Classification : 

I. Veterinary Services : 

(a) Veterinary Care, and 
{b) Preventive Measures. 

Total — I 

II. Animal Breeding : 

(0 Cattle Breeding, 

(i7) Sheep Breeding, 

(m) Poultry Breeding, 

(iv) Piggery Breeding, and 

(v) Mule Breeding. 

Total — II 

III. Feed and Fodder Development 

IV. Marketing 

v’^;;: V.'; Training ' : : 

VI. Veterinary Education and Research 

VII. Direction 

VIII. Administration 

IX. Construction 

»1. Source : Performance Budgets of Selected Departments, Government of Punjab, 1972-73. 

2. The activity costs have been collected from the following Demands and Major heads 

•K, W Demand No. 31, Major head 103; and (c) Demand 

No. 29; and!;Major head 50. , v / v .« ... 
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I. Animal Husbandry (Maharashtra)* 
Programme Classification : 

1. Direction & Control. 

2. Cattle Development. 

3. Sheep Development. 

4. Poultry Development. 

5. Poultry Dressing Plant. 

6. Piggery Development. 

7. Bacon Factory. 

8. Veterinary Services. 

9. Exhibition and Propaganda. 

10. Livestock and Allied Statistics. 

11. Training and Veterinary Education. 


Source : Government of Maharashtra, Performance Budget 1972-73, AgriciiUure & Coopera- 
tion Department (Animal Husbandry). 

2. In the approach followed by Maharashtra, the broad programmes are first given in a state- 
ment, showing the current year’s estimates, revised estimates and estimates for the next budget year. 
Plan and Non-Plan as well as Capital and Revenue are also distinctly shown. This statement is very 
useful (See also chapter 5 for the formal;. 

3. Each programme is then taken up separately one by one and further classification by activi- 
ties. indicated. For example, (‘Cattle, Development’ is.Froken into~{ri). Cattle Breeding' Farms; (h) Arti- 
.ficial.. Insemination Centres; (c)„ Key Village a^nd Intensive .Cattle Developnieiit Projects, (jd) Subsidised^'' 
Cattle; Breeding, and' te.)\ /Feecf Mixing. Units a'nd:. 'Fod'der (Development. ('■The classification:^ be; 
eompared with that of Punjab given at illustration H. 

4. Programme/ Activity-wise dassificaiion as well as object-wise classification could be as broad 
or as detailed according to the felt needs of control at each level. In the performance budget docu- 
ments of Maharashtra Government, the classification by detailed activities and objects appears to be 
rather too elaborate for top level. 
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Thp establishment of a meaningful classification structure is of primary 

r-^ltive contr6r'"ovCT"TmnciaPadministration anSTthe decision making procesps, 

^ fl.AVr-tiuP' pTfnpnditure control and management within the executive, 

d«elo|mM ptas, implep,™tatK.n 
co-relationwimtneioiigie i i activities at different levels and a 

and evaluation of the various progra^^^^ transactions. In the context of tbe 

?’^°^>f,pr°ske^nd Splexity of the activities of modern governments, accounting 
increased ui ni r mrc^is sisnificantl apart from the accountability functions, for 

StSytnSslating into aftion th^govenimental policies an^d programmes and in 
S^SentSg the social and economic objectives of government.] 

GOVERNMENT ACCOUNTS— PURPOSES AND 
EXISTING INADEQUACIES 

A /-^vprTiment needs the type of budget and accounts which are adequate in 
lelatiot to the purposes to be served. Broadly speaking, the purposes which must be 
served by government accounts are as follows : 

{^\ Accounting system must facilitate financial and legal accountabiHty, both 
ftomfteSKetothe legislature aud, within the execumc, from lower 

to higher levels; 

(fi) It should serve as a tool of the executive in ensuring financial control; 

(c) Accounts must be maintained on a basis which will facilitate an indepen- 

dent audit; 

1,11 The svstein of accounts must provide inanagement at all levels with titndy 

‘ ' tatamSS for planning, programming and duecting the several pro- 

grammes and activities; 

“Government Accounting and Budget Execution’*, United Nations, Department of 
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(e) The accounting system should throw up information which could be related 
^ to the broad functional areas served by the Government m order to enable 

a rational determination of the allocation of resources among the several 

functions; and 

( f ) Government accounts must facilitate economic analysis of governmental 
operations and their impact on the national economy. 

The various purposes mentioned above could be brought under two broad 
areas— accountability and management functions. Traditionally, the form of accounts 
in India prescribed by the Comptroller and Auditor General with the approval of the 
President is the basis on which budgets are prepared and presented to the legisla- 
tures by’ th^ Central and State Governments. The classification and budgetary 
structure has been evolved and developed mainly to ensure Imancia . and legal 
accountability of the executive to the legislature and observance ot similar account- 
ability on the part of each subordinate authority within the executive itself. Accou^U 
ibilitv -md financial control are the twin considerations that have weighed in the 
SMwS' or the format of the structurcM With this end in view, the torm oT 
SSiSf harr close’“^“c^^^^^^ the departments or agencies collecting 

receipts or incurring expenditure. The basic principle" of classification is that it 
must^ave closer reference to the department(s) m which the revenue or expenditure 

occurs than to the purpose of the revenue or expenditure or the grounds on which it 
fs Sectioned In other words, the basic concern is with the organisation in which 
thr^ansaction occurs, on what items money is spent and not the purpose served by 
it This simple framework has not been able to stand the huge inciease in and 
expansion of governmental outlays and functions. Though it ensures legal ^ccount- 
aSy i was becoming obvious that, as regards helping the management m he 
proper implementation of their developmental tasks or m enabling rational decisioti 

making with reference to policies or in a proper economic analysis of govemiiental 

toaLftions, it has proved inadequate. In particular, m the con ext of develop- 
Sal planning, it has been realised that the lack of a co-relation between the 
account and the budget heads on the one hand and the plan heads on the other has 
nroved to be one of the serious impediments in the implementation and evahmtion 
of Plan objectives. It does not also enable one to have a proper understanding of 
the broad purposes for which resources are allocated or what the government is 
doing in terms of its various programmes and activities under each given tunction. 
It has proved ineffective as a base for judging the progress towards the goals and 
targets set. 

■ Tliere is thus a. need for modernisi ng the_gccOTjitLil^&i0.lQl^^ 

if. not more accent on managerial aspects.”‘The heed is pmticulary felt now m view 
of the decisioijLtOLjJitLaduce._psrformanpe..,b^^^ 

lives of^ the technique of performance budgeting is the establishment of a rneaningful 
Slion'hTp tetwL inputs and outputs by a display of go.cmmanta transac 
lions in terms of functions, programmes, activities and_ projects. Since per- 
formance budgeting seeks to bring out the financial and physical aspecte ot the pro- 
grammes and activities under each functional area of governmenal eftorts, there is 
Se need for a structure of accounts and budget which will focus attention on these 

3Artide30 of Account Code, Vol. 1, Comptroller and Auditor General of India, 
spor a detailed discussion on Performance Budgeting, See ‘A Manual for Programme and P«fo^ 
manw Budgeting’ u!N.! Department of Economic & Social Affairs 1965 and the Report of Stridy T^m 
m Fhia3 Administiation; Administrative Reforms Commission. Government ot India, May 1967. 
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facmtate determination of their^ reference to resources deployed and 

help in their evaluation. In other words, there is the need for a programme- 
oriented classification base within an overall functional grouping in order to enable 
better formulation of the budget in relation to policy objectives, identification of 
the goals and objectives of each organisation in terms of its programmes and 
activities and to facilitate a built-in system that will bring out what has been done in 
relation to what was programmed for. 

SYSTEMS OF CLASSIFICATION 

As already stated, the accounting and budgetary structure under planned 
economic development has a variety of objectives to se^^ It is apparent that no 
single classification system can serve all the objectives. Different methods are to be 
integrated into one to serve the purposes of accountability, programme management, 
review and evaluation, economic analysis, and so on. In the wake of a growing 
awareness to bring in planning and management considerations in the structure, 
many governments today have evolved new types of classification such as functional 
classification, economic classification and programme and activity classification m 
addition to or in conjunction with the traditional object basis. 

The concept of functional classification has two facets— (u) functional groupings 
/of transactions at macro level and {b} classification at micro level by purpose irrespec- 
Itive of the organisation. The idea is to have accounting heads grouped ^gether in 
/such a way that all expenditure under a giyen function of government like Education 
Agricultural Development, Health, etc. is available at one place for an analysis and 
consideration of broad issues of resource allocation and priorities. Classification by 
purpose is done to achieve this. Here, the total outlay under a function is what is 
desired without regard to who spends the money. 

I Under Economic classification, the purpose is to bring out the impact of the 
incomiims and outgoings of the Government on the national economy as a whole 
with a vtew to showing how much of the National Income has its source in govern- 
ment activities and what extent of the capital formation and asset creation is as a 
result of governmental operations. For this purpose, expenditure is grouped into 
current and capital categories, and within each, into such heads as consumption 
expenditure transfer payments, subsidies, capital formation etc. An economic 
cl^sification in conjunction with functional groupings has immense value in decision 
raakin^^ in the fiscal field. Many governments are now bringing out a Functional- 
cum-Eranomic classification of their budgets either as part of the budget or as 
separate documents. In India too, an Economic-cum-Fuiictional classification of 

the Central Budget is now being presented to the Parliament. 

f Programme and Activity classification is of direct impact and use to manage- 
ment. Such a classification into programmes suitably broken up into sub-programrnes 

and activities facilities prograniinc managsiiient and the ineasurenient of activities 
at the micro level. It is in this context that accounting is referred to as a Tool of 
management’. This is the crux of performance budgeting. 

Notwithstanding a functional, economic or programme classification, the 
organisational-cum-object basis of classification, as is being generally used in all 
conventional systems, is still necessary for accountability and control purposes. 
The problem is how to bring them all in one integrated system. 
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STRUCTURE OF GOVERNMENT ACCOUNTS IN INDIA 

AND THE NEEDED REFORMS 

Accounts are kept m tlireejaris revenues are credited and from 

Account “ or chargid, n,,. after due process 

whichaUseivicesand siipplies,^ > It has three mam divisons— 

of law, IS comirinng of Public Debt, Loans and. Advances and 

Reyenus, Capital P. number of sections comprising of 

Me.L-SU^ta ^hich are the main units of classification. 

what are called Major Heads oL iriinor sub and detailed heads. The sub-heads 

These major heads This structure is common to Central 

constitute Ae primary units tf . P| i I accounts dating back to the early 

and State Governments. jong time.'' Certain changes were 

years of ToaTon The introduction of Provincial Autonomy. Later 

iiade from the 1st April, 1937 1961.62 in order to keep pace 

some important facilitate a better analysis of government 

with the Constitutional ,Pajor and other heads and a kind 

transactions. Changes w pvnived Bv and large, the new sections reflected to 

ofsemi-functio^l g^^^^^^^^^ the major heads, the 

“epanSS ThHC are, however, f number of deficiencies in the sjstem a, dtscussed 

Even after ae y'»=“iSfseS 'o^tf a'iSd^rloS thi 
accounts are still bring out the broad services or functional areas 

sections now in vogue do not other Principal Revenues;, ‘Debt 

of government, tUion ^ t i, Services’, ‘Multipurpose 

Services , ‘AdministiativeSeivice , Ochemes’ ‘Public Works (including Roads) 

River Schemes, ‘"f V^’S-o^vemSits ’ ‘Sellaneousl ‘Extra-ordinary 

and Schemes ot _.jons inkfwhich the major heads of account now stand 

items , etc., aie ^m^^ properly reflect the broad services rendered by 
grouped. ,-Pf.Tc;t the sections into, functional areas such as. Social and Com- 

it is necessary and so on. Each of these 

mumty Services, niviried fuAher into meaningful sub-sections, as for example, 

broad sections could be dmdtd mthei n Water and Power Schemes, 

Agriculture and Se Organs of State, 

Transport and ’ „„d Servicing of Debt and other Administrative 

&rri«f»S Sal S There arelnly illuftr.live of Ihe approach iu ,hi, 

regard. 
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requirements here. In the present structure, the section entitled ‘Miscellaneous’ 
covers such diverse heads as Famine Relief, Stationery and Printing, Opium and 
Forest. Apparently, a grouping of such dissimilar services under one group called 
‘Miscellaneous’ is a negation of functional approach. They need to be transferred to 
appropriate sections corresponding to the nature of the services rendered. Similarly, 
one of the existing sections called ‘Social and Developmental Services’ is too broad 
a category to reflect adequately the functional areas of governmental operations. 
Considering the vast differences in the nature of the services included in this section, 
it is necessary to split it up into two or more meaningful sections, such as Social and 
Community Service and Economic Services to be suitably sub-divided further into 
sub-sections. Of course, a re-arrangement of the major heads of account into new sec- 
tions may involve dislocation in the position of the major heads and their numbers. 

A grouping of the major heads of account to correspond to broad functional 
areas of service rendered by government is only a part of the job. The major heads 
also need to be closely looked into. As far as possible, each major head of account 
should correspond to a function of government as well as the major spending depart- 
ment identifiable with that function. Already most of the important functions/ 
departments have separate major heads such as Agriculture, Public Health, Education, 
Industries, etc. But in recent years, certain functions of Government have assumed 
added importance and new activities have come up. The organisations or depart- 
ments representing these important functions of Government do not, at present, have 
major heads of account to reflect their expenditure. For example. Family Planning 
would deserve a separate major head to itself.* So also, the growing functions repre- 
sented by specific organisations like Tourism, Petroleum and Chemicals, Foreign 
Trade, Fisheries, etc., should also be accounted for under specific major heads. Again, 
at present there are some miscellaneous major heads like 39-MiscelIaneous Social and 
Developmental Organisations, 71-Miscellaneous and 26-Miscellaneous Departments. 
These have to be broken as they accommodate a number of diverse activities and 
organisations. 

After the major heads are overhauled and grouped properly into new sections, 
the minor heads under each major head require a thorough shake up. Some of the 
minor heads of today, which have grown over a long period, have become out- 
moded. They do not properly reflect the present day activities of the departments. 
For a rational accounting structure, and specifically for performance budgeting, there 
is the need for evolving such type of minor heads as would bring out the programmes 
and activities of the governmental organisations. A perusal of some of the minor 
heads being operated by the Central and State Governments W'ould provide interesting 
material. Not only do they fail to reflect the activities, there is also a surprising lack 
of uniformity in the matter of classification. As the minor heads have proved inade- 
quate to accommodate the present day activities of Government, it is found that 
identical programmes are provided for in the budget under different minor heads in 
different States. For example, Plant Protection and Pest Control schemes are 
classified under different minor heads, such as Agricultural Demonstrations and 
Propaganda including Public Exhibitions and Fairs, Agricultural Experiments and 
Research, Superintendence, Subordinate and Expert Staff, Miscellaneous and so on. 
Further , some of the minor heads cover a number of dissimilar activities. To 
illustrate, the minor head ‘Agricultural Experiments and Research in certain States 
contains provision for Plant Protection, Intensive Agricultural Programmes, Seed 

*A new head has since been opened. 
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Multiplication farms, , ;Vegetable';';Devei^^ etc. ' Instances of this type can be 

multiplied.' But these „ are eiiorigh/to' bring .out the lack of uniformity, rationale and 
piirposiveness in 'Classifying expeiiditiire.' 

SCOPE' OF REFORMS AblD WORK NOW BEING DONE 

Recognising the deficiencies of the present accounting and budgetary structure 
as outlined above, the Administrative Reforms Commission appointed by the Govern- 
ment of India, in tlieir Report on Finance, Accounts and Audit (1968), has made 

recommendations for reviewing and recasting the structure o i^nai or and minor hea ds 

of account. The Commission has suggested that the major heads 
reflect t^ broad, functions andm iaim:.iitai>m of Goverment and that programmes, 
actmtTes "and pTojecj^of tlie vario us departments and organisations should be clearly 
identified and the mmoFTiFacfiluitab^ recast so as to reflect these. The Jeads^ of deve- 
lopment adopted for plan purposes are also required to_ be reviewed v iew, to estg- 

The recommeilBItm^^ 'aRC bearing on budgetary and accounting reforms have 

been referred to a Team of officers"' who are presently engaged in considering suitable 
changes within the framework of the Constitution. Their job is nearing completion. 

For purposes of performance budgeting, which is agency-oriented and not with 
reference to each function of government, the highest level of classification is a pro- 
gramme undertaken by a department, \jherefore, a functional grouping or a func- 
tional classification is not strictly required to support a performance budget, though 
the utility of such a classification for analysis and decision making is universally 
accepted.) The Team of officers relerred to earlier have favoured a functional classi- 
fication by purpose at micro level as far as possible, in addition to functional group- 
ing of major heads at micro level and a classification along programmes and activities 
under each major head. (They have favoured the idea that every functional major head 
should bring under it all expenditure relating to that function, irrespective of who 
spends the money. Thus, public works outlay on non-residential and institutional 
buildings related to a function is also proposed to be accounted for under die relevant 
functional major heads and not under Public Works heads as at present. Necessary 
changes in the Demands Structure are also being considered to achieve this. 

Ideally, all expenditure under a given function of government or programmes 
within a function should be available at one place in accounts and budget. This has 
not been possible so far in view of the multiplicity of departments and agencies in- 
charge of functions and programmes and also because of the organisation-cuin-object 
basis of classification. Schemes and projects under a programme are often executed 
by different organisations and the expenditure thereon lies dispersed in accounts and 
budget. Thus, if schemes under minor irrigation are executed by the Irrigation 
Department, expenditure would be available under the head of account operated by 
that Department. If the Public Works Department is also executing some schemes, 
the provision and expenditure will appear under its head of account. In practice, 
especially in the case of the State Governments, it is usual to come across cases where 
two or more departments are in charge of the same programme. In all such cases, 
expenditure on a programme or function now appear at difterent places in budget and 

' '^Government of India, Ministry of Finance (Department of Economic Affairs) Resolution No. F. 
l(65)-B/68 dated 22nd March, 1969. See also No. 1 9/ ARC/70 dated 18th May, 1970 and No. I -I /- 
ARC/71 dated 30th January, 1971 from the Comptroller and Auditor-General of India to all Adminis- 
trative Ministries of Government of India and State Governments. 
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accounts. This unsatisfactory state of affairs is proposed to be rectified by the Team 
of officers. If their recommeiidations' are accepted., a functional' major head and the 

programme-oriented minor heads thereunder will record all expenditure renting to ^ 

that function or programme, to the extent possible, at one place in the Revenue, 

Capital and Loans divisions, e 

Thus, if two or more departments are concerned with a particular function, all ; j: 
of them will operate the same /unctmwa/ mayor of account. Similarly, when a 

programme is executed by more than one organisation, the organisations will operate 
the setnie minor head (representing the pro^amme) within the concerned major head 
reflecting the function. It is expected that suitable accounting and funding devices 
would be worked out to achieve this without encountering serious problems of 
accounting and fund control. In particular, under this approach, it is understood 
that the Team of Officers are suggesting important changes in the Public Works heads. 

At present, P.W.D. major heads include works of ail kind— residential, non-residen- 
tial/institutional buildings and roads. It is proposed to rationalise the heads by ; 

having distinct major heads for Housing and Roads. These are to be placed under 
appropriate functional groupings or sections, viz.. Social and Community Services | 

and Transport and Communications. Construction outlay relating to non-residential j* 
and other institutional buildings or other structures relating to various functions is f;' 

proposed to be provided under the relevant functional major heads against the con- f 

cerned programme minor heads. These heads, to the extent the provision relates to 
works to be done by the P.W.D. , will be appearing in the Composite Demand of the 
P.W.D., who will be responsible for getting the funds, operating them and controlling 
them. This will avoid funding complications, but will ensure booking of expenditure 
on functional lines. It remains to be seen how far this scheme will run smoothly. i|; 

Concrete details of the proposal, in elaboration of their earlier suggestions (vide ' 

circulars dated 18 May, 1970 and 30 January, 1971) are reported to be under finalisa- ; 

tion. Construction outlay relating to general office accommodation, general services, ] 

etc. and common facilities like T & P, etc., will, however, be accounted for under a |; 

separate head called ‘Public Works’. / | 

If, however, the above scheme of strict functional classification were to run into { 
practical difficulties, one possible way would be to have a meaningful programme and ' I' 
activity classification under each major head of account, which, as mentioned earlier, | 
will primarily correspond to a function, and to a large extent, the department identi- 
fiable with that function. Cases where more than one department is involved in one I 

function would be rather few like the Public Works Department or in the Agriculture | 

Sector. Even where more than one department executes schemes under a programme j 

within a function, funds could be provided for and expenditure debited against the f 

respective major heads but under minor heads having the same nomenclature. Thus, t 

for example, if agricultural extension schemes are executed by Agriculture and ^ ^ 

Community Development Departments, both the departments will operate their 
own major heads, but there could be identical minor heads having the nomen- | 
clature, say, ‘Agricultural Extension’ in both the major heads. If similar programmes j 
and activities have the same nomenclature in the scheme of programme v||| 

and activity classification, there will be no difficulty in identifying them and I ' 

adding up the figures from two or more places. A strict functional classification ■ S 
can thus be avoided, if it means avoidable complications. What is needed is a y 

proper functional grouping, assignment of major heads by functions/departmeats and 
a programme and activity classification for each department identifiable with a given 
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i Two points have to be borne in mind in devising and implementing changes in 

* the accounting structure. First, any reforms should conform to the constitutional 
requirements as regards the presentation of budget for approval by the Legislature and 
should not in any way result in whittling down legislative control. Statutory require- 
ments regarding the functions of audit have also to be kept in view. Secondly, the 
heads of accounts are dealt with by a large number of officials including lower division 
clerks in Departments, Treasuries and Accounts Offices. It is essential that the heads 
of accounts are not changed frequently, as otherwise, there would be widespread con- 
fusion in classification and compilation of accounts. In determining minor heads to 
reflect the programmes and activities, it should also be remembered that programmes 
which are important and are of a long term character alone are allotted separate minor 
heads and that purely temporary programmes should be grouped under convenient 

minor heads, to avoid frequent changes in the account heads. 

A Case Study of the structure of minor heads under the major head 31 Agricul- 
ture was conducted by the Working Group on Performance Budgeting (set up by the 
ARC) in consultation with the officers of the Departments of Agriculture and 
Finance as well as the Accountants General of three States and a new pattern was 
suggested for minor heads to correspond to the activities of the Department of 
Agriculture These could be seen at pages 49-53 of the Report ot the Study Team’* 
on Accounts and Audit. These are not final but only indicative of the approach. 
Annexure to this paper shows how the accountability and management aspects could 
be integrated in one set of accounts. It may be seen therefrom that except, perhaps, 
for economic classification, the structure will satisfy all other requirements. Economic 
classification could be built up by suitable interpretation, reclassification and analysis 
of the data. 

ACCOUNTING— A MANAGEMENT TOOL 

v/Accounting being essentially a management function, there is imperative need 
to develop accounting competence within the departments and organisations to aid 
management. The manner in which detailed departmental accounts W'ill be main- 
tained and the type of data that should be generated are matters to be worked out in 
detail by each Department in consultation with Finance. At present, the departments 
are found wanting in the maintenance of even the basic records and accounts to ensure 
financial control with reference to appropriations, though they are required to do so 
and reconcile their figures with those kept by the Accountants General. The Admi- 
nistrative Reforms Commission has commented on this. They have envisaged a 
system under which the compilation of Central accounts will continue to be done by 
the Comptroller and Auditor General, but with minimum details, and the detailed 
accounts will be developed and maintained by the departments themselves to 
assist their managerial performance. At present far too many unnecessary details 
by items go into the budgets and the consolidated accounts kept by each A.G. There 
is a need to make the Demands for Grants and the Central accomts broad- 
based. This question is also being examined b\' the Team of Officers" referred to 
earlier. 

“See Report of Study Team on Accounts and Audit, Administrative Reforms Commission, 
Government of India, September 1967. 

"The Team has since submitted its First Report on Reforms in the Demand Structure and 
Elimination of Details. 
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SYSTEMS OF ACCOUF3TING 

As in the case of systems of classification, there are different ways of recording 
government transactions, each serving distinct purposes. The different ways of 
accounting can be traced to the different time span of transactions. There are four 
main stages: (a) placing of orders or making a commitment, (b) receipt of goods and 
services, {c) disbursements for the goods received, supplies made or services rendered, 
and (d) the use of goods and services. Corresponding to these stages, there are four 
main methods of accounting, obligation, accrual, cash and accrued cost i 

All the above bases are significant and have their specific uses. In a majority 
of countries including India, transactions are recorded on a cash basis. Its chief 
merit is that it enables a determination of total incomings and outgoings of cash as 
also an assessment of the impact of the expenditures on the economy. Although the 
cash basis of accounting has only limited use in the planning, implementation and 
appraisal of programmes, it has the important merit of being ideally suited for 
financial and monetary analysis, for appreciating the budgetary position in terms of 
surplus and deficit budgets, etc. For most of the administrative type of govern- 
mental expenditures where substantial amount is in respect of salaries and al- 
lowances, cash accounting would be quite adequate. It is, however, not suitable for 
measuring progress of capital projects since most of such projects are spread over a 
number of years and cash disbursements during a particular year would often tend 
to inflate their cost with reference to the work done in that year. Similarly, it will 
not be quite suitable for the commercial, industrial and trading activities of govern- 
ment. Under cash accounting, transactions are recorded only when the disbursments 
for goods and services are made irrespective of the time when they were ordered or 
received or consumed. 

I Under the obligation approach, transactions are recorded when orders are placed 
or commitments made without regard to the fact as to when the goods and services 
are received or paid for or consumed. Such a method in combination with cash 
basis has some relevance for appropriation and fund control, but has only limited value 
for most of the governmental transactions including projects. The ordering of the 
goods or services though involves a commitment, does not mean much in real 
terms so far as governmental activities are concerned or the execution of programmes 
and projects. 

^ Under the accrual basis, transactions are recorded when the goods and services 
are received even though they might not have been paid for or consumed. Under 
this approach, cognizance is taken of inventories, prepaid items, outstanding charges, 
etc. This kind of accounting is generally used in transactions involving purchase 
and sale of commodities, construction and operation of projects, and generally in 
the activities of a commercial nature. 

t An extension of the basis of accrual accounting is accrued costing under which 
the total cost of a given programme or project is recorded so as to bring together 
all legitimate cost pertaining to a particular scheme or project incurred during a given 
year, inclusive of all direct and indirect charges, Such a basis of accounting the total 
cost enables the working out of unit costs. 

The above 'mentioned types of accounting have different utility in different 
circumstances. In selecting an appropriate method of accounting, due consideration 
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should be given to the needs and .■ requirements of the situation, availability of : 
suitable trained personnel a'nd' resources. .For 'a major part of government transac-, 
lions, the existing cash basis of acco:iinting. will be all right. , Howeve,r, , in course of 
time, accrual basis of accounting will have to be developed in respect of industrial, 
commercial and trading activities of Government. Accrual accounting is not a pre- 
requisite, for performance budgeting in respect of usual governmental services. ^ 

DEMAND STRUCTURE AND PERFORMANCE 
' BUDGETING 

. iPerformance Budgeting needs to be sustained by timely accounting and physical 
data. The work of accounting reforms taken up by the Team set up by the Govern- 
ment of India is expected to be completed shortly. With new heads oi account along 
functions, programmes and activities and rationalisation of sub-heads, the structure 
of the. Demands for Grants submitted to the Legislature for obtaining its vote/appro- 
priation will also become more purposeful. In the absence of the needed accounting 
.changes,- , the performance budgets being prepared and presented now are only addi- 
tional supplementary documents to the conventional budget. In fact, if aj;:counting 
changes are brought about as discussed earlier, more then 50 per cent of the work 
towards introducing performance budgeting may be said to be over. All that will be 
needed then is the gradual development of techniques and methods of measurement of 
physical performance so that cost of individual programmes and activities could be 
related to work to be done or services to be rendered. For this purpose proper 
studies of each Department/Organisation are to be made and appropriate ways 
devised to select work units, develop data and formulate norms and yardsticks. 
A meaningful Information and Reporting System is vital in this connection. It may 
be mentioned here that even under performance budgeting, the Demands for Grants 
(following the revised account heads) will continue to be the basis for legislative 
sanction. Performance budgets will form an integral part of the Demands, In other 
words, for each Ministry/Department, there would be separate parts in which the 
first part will be the Demand (as rationalised) and the second part will be the per- 
formance budget. (See in this connection, the first Report of the Team submitted 
with Shri A. K. Mukherji’s D.O. No. i58-ARC/31-71 dated 16-10-71 for further 
details). The Demands for Grants, as proposed to be rationalised, and the per- 
formance budgets will together constitute the budget in future, as and when final 
decisions are arrived at on the Team’s recommendations. 
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ANNEXURE 

INTEGRATED CLASSIFICATION STRUCTURE-AN ILLUSTRATION 

Social and Community Services (Broad Sector or Service Area) 

1 

Medical 8l Health Services (Sub-sector or Functional Area) 

1 

Public Health (Department, Function, Major Head) 

.1 

Control of Communicable Diseases (Programme, Minor Head) 


Directorate of Communicable Diseases (Organisation, Group Head) 


Salaries T 

Wages I (Objects of expenditure. 

Travel Expenses )• Sub-heads, Units of 

Materials and Supplies I Appropriation) 

Grants-in-aid, etc. J / 

Malaria Eradication Programme (Sub-programme, Group Head) 

1 

Officer-in-charge, M.E.P. (Sub-organisation, Sub-group Head) 


Salaries 1 

Wages 1 (Objects of Expenditure, 

Travel Expenses I Sub-heads, Units of Ap- 

Office Expenses J- propriation) 

Materials and Supplies | 
etc. J 

DDT Spraying (Activity, Sub-group Head) 


Salaries 1 

Wages I (Objects of expenditure; 

Travel Expenses }■ Sub-heads, Units of Ap' 

Office Expenses, I propriation) 

etc. J 


Note— -To what extent details of schemes and items of expenditure should be exhibited in the 
Demands for Grants has been dealt with by the Team of Officers in their First Report on Demands 
for Grants submitted to Government in October 1971. They have suggested some financial limits. 
Final decisions are awaited. 


4 

Physical Measurement and 
Analytical Aspects 


Performance budgeting seeks to co-relate the financial and physical aspects of 
each programme and activity with a view to establishing a meaningful relationship 
between the inputs on the one hand and output on the other. The first stage in the 
development of a performance budget for an organisation, therefore, is the evolving 
of a suitable classification structure along programmes and activities in relation to 
the objectives of the organisation. This aspect has been discussed in Chapter 2. 
The accounting support needed for this has been covered in Chapter 3. Measure- 
ment of actual physical performance in relation to the work plan or the targets laid 
down in a manner that will help decision making and control at the various levels of 
management is, however, the most important aspect in the use of a performance 
budget. The primary objective is to obtain physical measures of work done, services 
rendered, or results accomplished, in order to bring about a pertinent relationship 
with the use of resources and to provide data that will help in formulating budget 
proposals and their review during implementation. 

PROBLEMS AND LIMITATIONS 

In the format of a performance budget (discussed and illustrated in Chapter 5), 
the physical aspects of programme targets and achievements are explained with 
supporting data in Part III — Explanation of Financial Requirements. When once 
the programmes/activities of an organisation are determined with their costs, the 
crucial job is in relating the financial outlays to physical targets and programme of 
action, wherever possible, so as to measure performance and evaluate the efficiency 
of operations. In its ultimate application, the technique of performance budgeting, 
therefore, envisages selection of suitable work units for physical measurement of work 
done or services rendered and gradual development of appropriate ratios to reflect 
how effectively resources are utilised. In the early stages of the development of a 
performance budget for an organisation, one should, however, recognise that there 
would be problems in developing work measurement techniques. It is important to 
remember that any system of work measurement must be carefully thought out and 
not hastened through. Any programme of work measurement is 'also likely to en- 
counter resistance from the line staff. In the beginning stages, therefore, efforts 
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should be limited to evolving minimum measures of workload statistics in important 
programme areas. On the basis of experience, action can be taken, in course of time, 
to develop refined systems of work measurement and performance ratios for better 
analysis and decision making. The lack of adequate data regarding physical 
measures need not stand in the way of gradual introduction of performance budgeting. 
Similarly, development of norms, yardsticks and standards, which is necessary for 
determining the efficiency of operations, would also pose problems in the beginning. 
Notwithstanding the absence of norms and standards or adequate data, an organi- 
sation could initiate action to prepare performance budget and to generate data over 
a period. An eflFective information and feed-back system is vital to have the neces- 
sary data for- analysis and decision-making in the. budgetary cycle of formulation, 
implementation, control and appraisal (see 'Ghapter 6). 

It is also necessary to recognise that not all governmental operations are sus- 
ceptible of any satisfactory system ofiph|rsical measurement.; It may not always be 
possible to measure the ‘output’ of an organisation, either because the output can- 
not be properly defined and quantified, or because of various other factors. For 
example, in a statutory Board, the number of Members is determined by the statutory 
provisions. There is no point here in trying to measure the work of each of the 
Members of the Board. Similarly, one cannot obviously measure the work involved 
in direction and policy making. Again, certain prograrnmes or works are Unpredict- 
able in nature, as in the case of basic research, In some other cases, the objective of 
a programme may be such, that the governing criteria is not the workload involved,' 
but the area to be covered, such as a Registrar’s office in every Taluq or a police 
station in every village. When this is the case, there is no great advantage in attempt- 
ing sophisticated work measurement and. analysis techniques. However, even in such 
‘nommeasurable’ areas, the staff time ' utilised on the work and the cost involved 
could be related and compared from year to' year. This is particularly the case in 
respect of many of the governmental activities of a purely routine or service nature, 
where there are no ‘end products’ or ‘output’ as such. Here, along with data on the 
staff time spent and the volume of work performed in significant areas, it is possible 
to control and review their budgetary requirements. This approach in measuring 
work done is known as the ‘workload approach’. A few illustrations are given 
below indicating the workload approach. ' 


WORKLOAD APPROACH 

Illustrations : 

(a) Mass Education, Informatmi and Extension (Family Planning)* 


SI 

No. 

(1) 

Item of Work 


Work Chart 

.A : 


' '1970-71 

1971-12 

1972-73 

(5> 

1. 

Cinemas, dramas and other related 
programmes 

1,567 

2,050 

2,050 

2. 

Conference and meetings 

12,084 

5,390 

5,400 


*1. Source ; Performance Budget, 1972-73, Family Planning, Government of Punjab. 

2. The Department could improve the workload table further by showing targets in respect 
of 1970-71 and 1971-72 along with achievements. 
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(1) 

(2) 

(3) 

(4) 

(5) 

3. 

Group meetings 

15,105 

1,32,000 

1,35,000 

4. 

Hoardings and paintings 

1,839 

500 

500 

5, 

Publication of literature 

•••' 

76 

76 

6. 

Extension including Riksha plates, 
cinema slides etc. 

13,054 

8,044 

8,050 

7. 

(^z) Press Advertisement 

' . ... ,■ 

16 

16 


0) Press notes/articles 


60 

60 


(c) Radio programme (plays, dialogues, 
interviews, symposium etc.) 

• • • 

400 

400 


(z/) State level functions 


3 

3 


(e) Press parties 

.... ■ 

4 

4 


(/) Kavi darbars 

■ ... 

. 

12 


(g) Photo and exhibition/clipping 

... 

25 

25 


(h) News papers clipping daily 


360 

360 


After indicating the workload both in respect of the current year* one or two past 
years and the expected load for the next year, another table is to be given regarding 
staff deployed. 


Designation 

(1) 

No. of 
sanctioned 
posts on 
31st March, 
1971 

(2) 

No. of 
sanctioned 
post on 

31st March 
1972 

(3) 

Fosts 

required 

during 

1972-73 

(4) 

Mass Education and Information 
Officers 

11 

;; 

11 

District Family Planning Education . 
Officers 

- ; : :"''22;':;: ' 

22 


Family Planning Extension Educators 

123 



Family Planning Field Workers 

480 

480 


Technical Assistants and Others 
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Victoria Jubilee Hospital, Amritsar - 
— ^ ^ 


■ S',. ; Item: ^ 

1970-71 

1971-72 

1972-73 

{anticipated) 

■ri):'; : : ; v (2)/;; ; 

(3) 

(4) 

(5) 

1. Number of beds 

701-)-205t 

7014- 205t 

70I-u205t 

2. Number patients admitted 

29,500 

30,000 

35,000 

3. Number of patients discharged 

27,500 

28,500 

32,000 

4. Number of patients day care in 
the Hospital : adults 

1,36,900 

1,38,000 

1,39,000 

Number of Children and New born 

26,400 

27,000 

28,000 

5. Average percentage of beds occupied 

100 

100 

100 

6. Average length of stay 

7 days 

7 days 

7 days 

7. 0-P.D. attendance 

New 

1,64,233 

1,70,000 

1,80,000 

Old 

1,42,000 

1,50,000 

1,60,000 

8. Number of operation 




Major 

16,137 

17,250 

17,500 

Minor 

7,350 

7,600 

8,000 

9. Number of medical officers (Both from 
Medical College and V. J. Hospital) 

193 

195 

200 

10. Number of Emergency Admission 

2,500 

5,000 

4,000 

1 1 . Number of Laboratory tests 

92,500 

1,05,900 

1,10,000 

12. Number of X-Rays 

45,000 

50,000 

50,000 

13. Medical Stores consumed (X-Ray, 
drugs and Medical equipment) 

5,50,000 

7,00,000 

7,50,000 

14. Electricity and Water charges 

1,70,000 

2,75,000 

1,86,000 

15. General Stores (Non-Medical and 
Equipment) and Consumable Stores 

3,50,000 

3,75,000 

3,85,000 



*L iSawrct': Performance Budget 1972-73* Medical Department, Government of Punjab. 

2. This table follows a suitable write up about the programme as a whole, its aims obiectives 
etc., as well as detailed justification for funds in terms of work to be done. ^ 

fThese are in addition to sanctioned beds provided to meet the great pressure on the hospital. 
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(c) Sericulture {Industries)^ 


S. No. Item of Work 

(1) (21 

Target 

1970-71 

(3) 

Achievements 

1970-71 

(4) 

Target 

1971-72 

(5) 

1. 

Supply of disease— free seeds— 





from Bengal and Talavadi 

Grainage (Rs. in lakhs) 

4.00 

5.70 

5.00 

11. 

Reeling of Cocoons — quantity 
reeled (in Kgs.) 

27,000 

28,000 

35,000 

III. 

Demonstration farms-- 'number 
of farms 

12 

12 

10 

IV. 

Chawkie farms— number of farms 

5 

5 

5 

V. 

Supply of mulberry cutting, etc. : 

(1) Quantity supplied 
(cartloads) 

1,000 

1,012 

3,000 


(2) Value (Rs. in lakhs) 

0.25 

0.13 

0.35 


(3) Number of sericulturists 
to whom supplied 

500 

506 

1,000 

VI. 

Supply of rearing appliances : 

(1) Value of the appliances 
(Rs. in lakhs) 

0.10 

0.11 

0.25 


(2) Subsidy (Rs. in lakhs) 

100 

105 

250 

VII. 

Financial aid given : 

(1) Loan (Rs. in lakhs) 

0.10 

0.19 

0.50 


(2) Subsidy (Rs, in lakhs) 

0.10 

0.25 

0.50 

VIII. 

Large scale silk farms : 

(1) Number of farms 

3 

/ 2 ' 

. 3" 


(2) Area under mulberry cultivation 
in acres 

920 

787 

1,050 

IX. 

Nurseries : 

(1) Number of nurseries 

2 

2 

2 


(2) Value of cuttings, etc,, 
supplied to sericulturists 
(Rs, in lakhs) 

0.66 

3.27 

0.60 

X. 

Silk twisting unit : 

Quantity of Silk finished (kgs.) 

460 

556 

1,100 


*i. Source: Performance budget 1971-72, Industries Department, Government of Tamil 
Nadu. The table could be improved upon by giving the targets and achievements for the year 1969-70 
■.also. .. V ^ , 

2. The table is preceded by a write up explaining the aims and objectives of the programme 
and giving suitable explanations Justifying the funds asked for in terms of work. 
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Under performance budgeting, adequate data needs to be developed for each 
programme or activity in order to justify the funds asked for. The basic thing as 
already stated, is to clearly specify the objective or purpose of each programme and 
activity, determine their relative costs and relate the outlay to work done or proposed 
to be done. The most elementary but universally applicable method of relating work 
done to expenditure proposed is the ‘workload approach’ illustrated above. For 
each activity, suitable units of workload are to be selected indicative of the range of 
work in important areas. Examples of workload units wuuld be number of reports 
received, number of reports disposed, number of tax returns received, number of tax 
returns scrutinised, number of labour disputes settled, number of persons trained, 
number of instructors employed, number of trees planted, number of patients treated, 
tonnes of garbage cleared, acres cultivated and so on. These workload units expressed 
as volume of work done in the last two or three years, in the current year and the 
anticipated load in the coming budget year, together with the staff deployed will indi- 
cate the trend in changes in work volume in relation to staflf employed- As manpower 
constitutes ihc major input in many activities, such data along with suitable ratios 
showing number of units per man day or number of man days per unit would prove 
useful in budget formulation and review. In a way, all work done in a governmental 
operation is susceptible of being quantified in one way or the other. It is also possi- 
ble to lay down norms and standards and to fix targets for work. These targets on 
the basis of output standards should be watched during implementation. 


Under the workload approach, data could be given either on workload volume, 
or volume of work and cost or volume of work, cost and time. The type of data 
that is to be generated for control purposes depends on the t3^pe of organisation 
involved and the need for the same at appropriate levels. Workload indices would 
show either the volume of work done or the effect of the work done or the accomplish- 
ment as such depending on the level for which the data is intended. At higher levels, 
management is concerned more with work accomplishment and less with either the 
effect of work or the volume of work, while at supervisory levels the management is 
more concerned with the volume of work and its effect and less with the overall 
accomplishment. At the operating levels, the executive is primarily concerned with 
volume of work done in relation to their assigned task. 

Performance budgeting aims at judging the efficiency of operations. The effi- 
ciency of operation of an organisation can be measured against certain pre-deter- 
mined standards, norms and targets and also by comparison with similar operations 
undertaken by other organisations both in the public and private sector. The effi- 
ciency can also be measured over a period of time. 

PRODUCTIVITY FACTORS 

Apart from workload factors, which, as stated earlier, are the minimum needed 
to explain programme re uiirements and fund variations, efforts should be made to 
develop meaningful productivity and performance ratios indicating the relationship 
between inputs and outputs. These ratios are useful in analysing and interpreting 
the utilisation of resources (men, materia!, machinery, land, etc.) in terms of amount 
produced. They are more widely applicable in the case of manufacturing and 
industrial activities, whether run departmentally or through enterprises, though in 
other areas also, such ratios could be developed with advantage. 

The programme and activity classification (/.c. the base) under performance 
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budgeting is related to the administrative structure of an organisation. Broadly 
■speaking, a programme denotes a higher' level of organisation and an activity, the 
lower operating levels. By establishing' a relationship between outputs and inputs at 
programme level,, where outputs generally result in some:, eiid-p,roducts, it is ,, possible 
to develop what are' termed ‘productivity ratios’. , For this.p.urpose, outputs may' bo 
related to one or more or all the inputs. The establishment of output-input relation- 
ship at lower levels of operation, where physical turn out reflects the achievement of 
specific works .or tasks, leads .to the development of ’'performance ratios’. If the total 
cost of all inputs used in carrying out an operation or activity is related to the 
volume of output, one gets unit-cost data. This again is more feasible in the case of 
industrial, manufacturing or commercial operations than in the administrative types 
of activities. If the data regarding inputs are limited to the utilisation of staff time 
(man-hours; man-days, etc.), the ratio is called ‘Work Measurement Ratio’. It will 
also be useful to compare them with standard norms to be evolved gradually. 

In the format of a performance budget (see Chapter 5) all these indices of per- 
formance, such as workload factors, performance ratios, unit-cost data, etc., are 
brought out while explaining each programme or activity under Part III — Explanation 
of Financial Requirements. A few typical examples are illustrated below. 

Illustration A 

National Malaria Eradication^ 

The split up of the financial requirements of the National Malaria Eradication 
Programme under attack and consolidation and Maintenance Phase is as follows: 


Revised Estimates J969-70 Budget Estimates 1970-^71 



Plan 

Non- P km 

Total 

Plan 

Non- Plan 

Total 

National Malaria 
Eradication Programme 







Attack and 
Consolidation 

131.13 

n.i6 

143.89 

133.80 

13.52 

147.32 

Maintenance 

3.28 

12.50 

15.78 

6.57 

12.50 

19.07 

Total 

134.41 

25.26 

159.67 

140.37 

26.02 

1 66.39 


This programme was a centrally aided scheme up to 1968-69 but since April, 
1969, it has been categorised as a cent percent Centrally Sponsored Scheme under the 
Fourth Five Year Plan (1969-70 to 1973-74) with the exception that expenditure up 
to the level of 1957-58 (when the control programme was under operation) would be 
met by the State Government as committed liability under Non-Plan expenditure, 
which has been assessed as Rs. 12.76 lakhs by the Director of NMEP, Delhi. The 
activities under maintenance phase are also financed from the non-plan budget of the 
State except for strengthening the basic health services for which central assistance is 
obtained under the plan. 

: Performance Budgets of Selected Departments, 1970-71, Government of Rajasthan, 
Medical and Public Health Schemes. 



:;v' ^ ■'■■'■y. ■■ ,' ■ Incidence per 1000 

population 

UHQ ^-33 

?S 0.133 

1967 Q 

1969 ^•^'’ 

U • l" lncJ’S^sf md ^if^^kf to^coSioMdatlol^p^^^ was 

-SX« o7se.ac.s w.. .e ...ow.s ^ 

1. Attack Phase-Partial Surveillance 0.00 8.92 8.92 

2. Attack Phase— Full Surveillance • ^ ^ ^5 0.25 

3 . Consolidation Phase ’g, 2 * 40 3.50 

4. Maintenance Phase 


16.67 16.67 


Notb-A «nit on an avamga comprises of 1.35 million population in Rajasthan. 

. j i- ^taocina thf» activities of NMEP Units came up due to sudden 
The need for repha o ^ from 1966 onwards reaching a peak m 

H! “^^ctnrs resMBsible for it have been the failure of timely availability 
1967-68. The 1 ^j„i medicines shortage of technical stalf due to ban on 

of insecticides and ant - bodies to institute anti-larval measures to control 

uKmSia fnti reluctance of people in cooperating with spray, ng schedules of the 
programme. 

The table on page 37 indicates the physical targets and achievements for the 
year 1969-70 and programme for 1970-71. 

The following table gives the position of staff engaged on this activity . 

1968-69 1969-70 1970-71 


A. State level : 


B. Zonal level 

C. Unit level 

(i) Attack & Con- 
solidation 

(i7) Maintenance 
Phase’:;^ 


(1) State Malariologist 

(2) State Entomologist 

(3) Supporting Staff 

(1) A.D.H.S. 

(2) Supporting Staff 

(1) Malaria Medical Officer 

(2) Supporting Tech. Staff 
(.() Ancillary 

(1) Addl. Distt. Health 

:ii';:-;:>Offieer:' 

(2) Supporting Tech. Staff 

(3) Ancillary Staff 


1 

1 

1 

1 

1 

1 

66 

66 

54 

4 

4 

4 

28 

28 

40 

1 

13 

13 

2,101 

1,667 

1,696 

260 

262 

265 

4 

4 

4 

827 

688 

688 

76 

55 

: 'iM 
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iLmSTRATION 

Family Planning Programme* 


Revised Estimates 
1969-70 


Services and Supplies 147.40 r/y.3 / 

The following is the break-up of the provision under this activity : 


Budget Estimates 
1970-71 

179.37 


Revised Estimates 
1969-70 


Budget Estimates 
1970-71 


(i) District F.P. Bureau 

(ii) Rural F.P. Centres 

(iii) Urban F.P. Centres and 
Sterilization 

(/v) Awards and Incentives 

(v) Estt. of Post-Partum 
Centres 

(vi) Immunisation of Infants 
and Expectant Mothers 

{vii) Intensive Distt. 

(rat) Addl. beds for female 
Sterilization operations 


Plan Non- Total 
Plan 

Plan 

Non- 

Plan 

Total 

38.34 

38.34 

40.00 


40.00 

72.52 

72.52 

76.00 


76.00 

15.87 

15.87 

17.31 


17.31 

16.00 

16.00 

32.00 


32.00 

0.50 

0.50 

5.67 


5.67 

1.13 

1.13 

0,11 


O.M 

1.04 

1.04 

4.40 

... 

4.40 

2.00 

2.00 

3.88 


3.88 


Priority and urgency has been attached to implementation of Family Planning 
Programme at all levels, but the under-developed means of transport and communi- 
cation and frequent drought conditions and the low level of literacy are some of the 
barriers in this State in implementation of its programme. Population of the State is 
about 202 lakhs (1961 census) and male and female in reproductive age group are 
about 55 lakhs and 41 lakhs respectively. The Government of India have fixed a 
Uniform target of 3.9 sterilization operations, 1.8 lUCD insertions and 6,3 Users 
of conventional contraceptives per thousand population. Targets have also been 
fixed accordingly. The following table shows the coverage of eligible couple protect- 
ed under the scheme : 


Percentage of eligible couples currently 

Mf the end of 31st March 

protected by Family Planning Methods 

. 


1968 

1969 1970 

(a) By Sterilization 

3.00 

4.3 5.5 

(b) By Insertion of lUGD 

1.8 

1.8 2.00 


*&Mrce ; Performance Budgets of Selected Departments, 1970-71, Government of Rajasthan, 
Family Planning Programme. 
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Progress of Setting Up of Centres 

During the first ten years of the programme, emphasis was laid in establishing 
service facilities in the State. By the end of the third five year plan, 55 Urban 
Family Planning Centres, 232 Rural Family Planning Centres, 23 Mobile Units and 
61 Static Sterilization Units were established; In the year 1967-68, the Family Plan- 
ning Machinery at State and District level was strengthened. Sub-centres were 
opened in Rural areas. These sub-centres are attached with the main centre at 
P.H.C. level. In the year 1968-69, the Government sanctioned 80 additional beds 
for female sterilization in 8 hospitals. The present position of service facilities under 
Family Planning Programme in the State is given in the following table : 


As on 31st March 


Items 

'l969 

1970 

1971 

Expected 

District Family Planning Bureaus 

26 

26 

26 

Rural Family Planning Welfare Centres 

232 

232 

232 

Urban Family Planning Centres 

60 

60 

60 

Mobile Sterilization Units 

26 

26 

26 

lUCD Centres " . , ^ 

62 

62 

62 

State Sterilization Units 

bl 

61 

61 

Oral Contraceptive Distribution Centres 

16 

16 

16 

Post Partum Centres 

— 

3 

3 


Position of staff engaged for Service and Supplies is as under : 


Items 


(0 District Family Planning Officers 

(ii) Administrative Officers 

(iii) Medical Officers 

(iv) Para-Medical Staff 

(v) Family Planning Welfare Workers 

(vi) Other Ministerial and Subordinate 
Staff 

(vii) Class IV Servants 


Number of posts 

Proposed 

sanctioned during 

■ for ^ ' 

w,. ,.A 

" ’ ■ ■■ ^ , 


1968-69 

1969-70 


26 

26 

26 

26 

26 

26 

463 

463 

463 

1,593 

1,594 

1.594 

120 

120 

120 

353 

’ 7 ^’: :;:357iii^ 

i'- ;i357: V - 

960 

960 

960 



The Family Planning Programme is gaining momentum in the State. Special 
fortnights and special drives are being observed to gear up the programme. Such 
intensified efforts helped in accelerating the tempo of work. The table on page 40 
shows the progress of Family Planning work in the State. 
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iLLUTRATION C 

,: Operation of Bus, Services^ 

Prior to the present policy of nationalkation, the department was mainly run- 
■ning buses in the city and suburbs of Madras and a few services were, riiii o.n, longer 
.routes. Quite a-number of services nationalised are.of a. short length and „are„similar to 
'.the. suburban services already run by the department. . .The departmeiit had therefore, 
.to- classify .all the services into categories depending upon the .type of . operation,, iThe 
Madras. Branch is operating City, District and Express, services and' they liave- 
been classified.,. As the classification could not be done earlier,; t,he,T-.iceounts:coiiM,. be 
prepared only for the Madras Branch as a v/hole, 

■ Revised Budget, 

^ . ■Estimate, Estimate 
197 0-1] (Revised), 

■ 1971.72,' 

,,-.(i^GPEES IN lakhs) .,. ■ 

Madras Branch ... 1,787.24 U996.SS 

Kanyakumari Branch ... ... ... 338.13 377.07 

The estimates include a capital outlay of Rs. 298.58 lakhs during 1970-71 and 
Rs. 345.50 lakhs during 1971-72. The capital outlay is mainly for acquisition of buses 
both for augmentation of the fleet and replacement of overaged vehicles. The bulk of the 
cost of replacement is finaced from the Depreciation Reserve Fund. The other items 
are lands and buildings, plant and machinery and other departmental vehicles. The 
operational and maintenance cost, accounts for 65 per cent of the total expenditure 
of the department. The quantum of provision and the basis for the provision for 
various items of expenditure are analysed below : 

' .MADRAS BRANCH;' ; 

Capital Outlay 

Revised Budget 
Estimate, Estimate 
1970-71 (Revised), 

. . ■ imr72:^:.'v 

(RUPEES IN LAKHS) 


Buses ... ... ... 



213.83 

245.60 

Lands and Buildings ... 


28.00 

31.00 

Tools and Plant 


6.00 

5.00 


Total 

247.83 

281.60 



* Source : Performance Budget, 1971-72, Transport, Government of Tamil Nadu. 
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PERFORMANCE BUDGETING IN GOVERNMENT 

83 lakhs under ‘Buses’ is for acquiring 289 buses, 
for replacement and the balance for augmentation 
on the existing routes would require 
addition to the fleet during 1971-72. 


Working Expenses 


Revised Budget 
Estimate Estimate 
1970-71 {Revised), 
1971-72 

(rupees IN LAKHS) 


but of which 154 are 

including nationalisation ^ , 

65 buses. Similarly 135 buses will be the net 

The life of a vehicle is fixed as indicated below 
Make 


Life Mileage 
(years) (lakhs) 


The working expenses are for the operation 
this branch was operating 913 services in the 
mofussil routes and 153 on express routes. 

The working expenses are brolly classifie( 
other indirect costs including depreciation, inter« 
other miscellaneons charges. 


Leyland Comet 


^ ... ... ... 

The department is not replacing the vehicles immediately the scheduled period is 
completed. Some of the buses are retained till they complete one more year. The 
average life is 6| years. 

As on 1st April 1970, the department had 249 overaged vehicles in addition to 
vehicles due for rWemeni during 1970-71. It is proposed not to retain any 
vehicles which are over seven years. Accordingly, 205 vehicles will be replaced 
during 1970-71 and 245 vehicles during 1971-72. 

Based on the above addition, the fleet of the Madras Branch will grow as 
iiadicated below : 

As on 1st April 1970 \,(n\ 

As on 1st April 1971 1>806 

As on Isi April 1972 1>951 


Revised Budget 

Estimate, Estimate 
1970-71 (Revised) 

1971-72 

(RUPEES IN LAKHS) 


(0 Operation cost 

The operation cost consists of wages of traffic crew, motor vehicles taxes and 
fuel and tyres. The driver and conductor are employed with reference to the norms of 
2 5 pe? bul under each category. The provision includes salary of traffic supervisory 
staffi Tax is paid with reference to the rates under the Motor Vehicles Tax Rules. 

The rates are different for city and district routes. 

There are also norms for consumption of fuel and tyres. Based on these noms 
and the scheduled mileage per bus and the scheduled number of buses to be operated, 
the expenditure is estimated. 

The expenditure per bus in 1970-71 is indicated below : 


Lands and Buildings 

The outlay is Rs.28 lakhs during 1970-71 and Rs 31 lakhs during 1971-72. 
The above outlay provides for construction of depots at Anna Nagarj» Ashoknagary 
Vyasarpadi and Kanchipuram and housing colonies at Madras and Coimbatore 
besides other works. 

Tools and Plant 

The provision for the entire department during the year 1970-71 is Rs. 8 lakhs 
- - - - ~ "2. The bulk of the provision is for the Madras Branch, 

uiuvision covers purchase of plant and machinery and other vehicles. A major 
covered by the provision for the year 1970-71 is the acquisition of nine jeeps and 

a mobile squad for attending to breakdowns on 


(1) Wages of traffic crew 

(2) Taxes 


and Rs. 6 lakhs for 1971-72. The 

The provision covers i 

item...!:.,--.......,,,..: 

wireless equipment for organising 
line without any loss of time. 

The estimate for 1971-72 provides for purchase of machinery and other depart 


Revised Budget 
Estimate, Estimate 
1970-71 (Revised) 

(RUPEES IN LAKHS) 

2,94.21 3,23.73 


(ii) Maintenance 
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This includes cost of materials consumed and labour engaged for daily main- 
tenance, B.G. repairs, annual overhaul and heavy repairs carried out at the Central 

worksilopS'fdr the veliieles in .all the : depots. The '.labour is .engaged with reference 

to the norms prescribed. Based on the norms, the expenditure per bus on labour and 

materials consumed works out to Rs. 6,900 and Rs. 10,076 respectively. 

Revised Budget 
Estimate, Estimate 
1970-71 (Revised), 

1971-72 

(rupees in lakhs) 

(Hi) Depreciation 178.11 200.00 

The vehicles and other assets of the department are depreciated on the straight 
line method at the rates indicated below : 


per cent 

buses 


Leyland Comet 

16-2/3 

Benz ... 

16-2/3 

Fargo ... 

25 

Buildings ... ••• 

4 

Plant and Machinery 

10 

Workshop Equipment 

33i 

Lorry ... 

20 





1 ^. 





The estimate represents the actuals for assets acquired up to 31st March 1970 
and the average cost of additions during 1970-71 and 1971-72. 


Revised Budget 
Estimate, Estimate 
1970-71 (Revised), 
1971-72 
(rupees in lakhs) 



(iv) Interest on capital 101.60 115.60 | 

This represents interest at the rates prescribed by the Government worked out 
on the net borrowings as on 1st April 1970 and the probable borrowings during 
1970-71 and 1971-72. ■ 



Revised Budget 
Estimate, Estimate, 
1970-71 (Revised) 

1971-72 
(rupees in lakhs) 


(v) Provident Fund, etc. 
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The employees of the department other than ministerial and supervisory staff 
are eligible for the Tamil Nadu Industrial Employees’ Contributory Provident Fund 
and the departmental gratuity scheme. Under Provident Fund Rules, the employees 
are eligible for a Government contribution at 8 per cent on Pay and Dearness 
Allowance. The fund is maintained by the State Government. 

Under the gratuity scheme, the employees are eligible lor gratuity at the rate 
indicated below : 

(1) Employees recruited before 1st June 1960 ... ... One month's basic 

pay per year of 
service. 

(2) Employees recruited after 1st June 1960 ... ... Half month’s basic 

pay per year 
subject to a 
maximum of 15 
months’ pay. 

The ministerial and supervisory staff are now governed by the Madras Libera- 
lised Pension Rules and eligible for admission to the Madras General Provident Fund 
Rules. 

KANYAKUMARl BRANCH 

Capital Outlay Revised Budget 

Estimate, Estimate 
1970-71 (Revised), 

1971-72 
(rupees IN lakhs) 

Buses ... ... 43.24 54.40 

Lands and Buildings 6.51 9.00 

Tools and Plant 1.00 0.50 


50.75 63.90 


This branch directly controls the operation of suburban services, town services 
and district services emanating from Kanyakumari district. The transport is almost 
fully nationalised in this district. Some of the services operated in the adjacent district 
are also attached to this branch for administrative convenience. At the end of 
1970-71, this branch was operating 290 services. 

During 1971-72, the fleet will be increased to 329 to meet the requirement of 
augmentation on the existing suburban and district routes. 

This branch also maintains express services but the cost of maintenance is 
transferred to the Madras Branch. 
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The capital outlay is for the augmentation and replacement of during 

,,70.7, buse. during 197^2^ .b. 

a„ used ia this „bi.. The grow^ 

of fleet in this branch is indicated below . 


As on 1st April 1970 
As on 31st March 1971 
As on 31st March 1972 


Lands and Buildings 


< ■ O SI HHis Hiirine 1970-71 and Rs. 9 lakhs during 1971-72. 

other works. . 


Tools and Plant 


during^S7?"7?"fs^?w^^^^^^ purchase ‘S' mSery^ and equipment’ for 
utilisation in the maintenance depots. 


Revised 

Estimate, 

1970-71 


Budget 

Estimate 

{Revised), 

1971-72 


Working Expenses 


(rupees in lakhs) 
2,87.38 3,13.17 


TEk is brf)adlv classified under operation costs, maintenance costs and other 
MirJ. d.£ir«S SS deprecialiee, intereah provident fund, gratmty and 
other miscellaneous charges. 


Thpurovkion for 1970-71 and 1971-72 has been made taking into account the 
fao,orIe^Cd“,£ Sof servte in Madras Branch, The deads of cost are 
furnished below : 


Revised Budget 
Estimate, Estimate 
1970-71 (JRevisP^i), 
1971-72 

(RUPEES IN lakhs) 


:::Operation;iCpst:7i;,vs;^^^^ 
Maintenance ... ... ... 

Depreciation 

Interest on Capital ... 
Provident Fund and Gratuity 


1,82.61 

59.60 

25.46 

8.70 

3.80 


2,00.27 

67.87 

26.00 

8.70 

3.85 
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The table shows the past achievements and estimates for 1971-72 for Madras 
and Kanyakumari Branches 

Operation of Bus Services— Achievement and Estimates 


1969-70 


1970-71 


1971-72 


^ 

Madras Konya- Madras Kanya- Madras Kanya- 
kiimari kitmari kumari 


1 Fleet at the begin- 
ning of the year 

1,651 

295 

1,671 

304 

1,806 

319 

2 Fleet at the end of 
tlie year 

1,671 

304 

1,806 

319 

1,951 

329 

3 Average fleet 

1,662 

299 

1,707 

312 

1,878 

324 

4 Buses put on road 

1,426 

265 

1,488 

276 

1,635 

285 

5 Percentage of 4 to 3 

86 

87 

87 

88.6 

87 

. /Til ^ 

88 

\ /-TV 


(Per cent) (Per cent) (Per cent) (Per cent) (Per cent) (Per cent) 
^ ?R?\n1akhsf 1,399.47 259.35 1,483.81 278.78 1,604.14 294.66 

^ iRfinlSS*'^'*'^ 1.452.77 256.91 1,559.04 288.95 1,735.72 314.79 


8 Net 

9 Earning per service 
per annum Rs. 

10 Expenditure per 

service per annum 
Rs. 

11 Kilometreage 
(in lakhs) 

12 Kilometreage per bus 
per annum 


—53.30 -h2.44 —75.23 —10.17 —13 1.58 —20. 13 

84,204 86,739 86,925 89,350 85,416 90,944 

87,411 85,932 91,332 92,612 92,424 97,157 

’ 15,78.35 ■ 17,20.;I5 ; ;:h 

80,490 85,200 88,620 


NOTE-The above table could be made more useful by addiog a few more indices of perform- 
auce relevant to judge operational efficiency at a higer level, sucb as receipt and expenditure per 
bus k.m., mileage per litre, breakdowns per 10,000 kilometer, etc. 
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Illustration D 


Primary Education 


Budget Revised Budget 
1971-72 1971-72 


RS. IN LAKHS 

Budget 

1972-73 


The Constitution of India envisaps free ^nd compulsoiy educat^^^^ n 

the age »roup 6-11 years. The enrolment of children at present in this State is 6U 
ne? 2nt It is proposed to increase this to 65 per cent by the end of the Fourth 
Plan. The important schemes under this programme and the provision proposed 
are as under : 


(fl) Maintenance of Existing Schools 

(^) Opening of New Schools 
(c) Mid-day Meals 

12.00 

2.00 

0.50 

12.00 

0.50 

13.00 

5.00 

0.55 

Total 

14.50 

12.50 

18.55 


(a) Maintenance of Existing Schools 

Total number of existing schools is 100. Approximate running expenditure on a 
school is about Rs. 12,000 per annum. This is as per norms of expenditure laid down. 
The increase of Rs. I lakh next year is mainly due to normal 

D.A. and rising cost on account of electricity, water rates and contingent expen- 
diture* 


Year f 

Number of 
Schools 

Enrol- 

ment 

Teachers 

Percentage of 
enrolment 
to popula- 
tion in 6-1 1 

Teacher- 

pupil 

ratio 

Cost per 
pupil 
{approx.) 





age group 



1970- 71 

1971- 72 

1972- 73 

98 

100 

100 

9,800 

10,000 

11,000 

400 

410 

420 

59 

60 

62 

1 : 25 

1 : 24 

1 : 26 

Rs. 123 
Rs. 120 
Rs. 118 


(b) Opening of New Schools 

lathe ciirrent year, a provision of Rs. 2 was made ^for the 

up of 4 new schools. However, due to paucity of resources, this had to be givp up. 

For the coming year, a provision of Rs. 5 lakhs has been proposed for opening 10 

new schools at an approximate cost of Rs. 50,000 each. The break-up is as follows. 

Building Rs- 30,000 

Furniture, etc. Rs. 5,000 

Teachers (4 per school) Rs. 9,600 (at an average cost^ ot 


Contingencies, etc. 


(at an average cost of 
Rs. 200 p.m. per teacher) 


Total 
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The building work is expected to be complected by July 15, 1972 and regular 
classes from August 15th. Building work is to be done by the State PWD for 
which necessary sanctions have been issued. 



(c) Mid-day Meals 

This Scheme is run in collaboration with CARE. At peresent 80 schools 
fabout 8000 children) are covered by this scheme. For the next year, 10 more schools 
hoOO children) are proposed to be covered. Cost per child per year comes to 
^houtRs 6 which represents only freight and admininstrative charges. The scheme 
is being intensified to cover all children by the end of the of the Fourth Plan. 


Year 

Expenditure 
{Rs. lakhs) 

Number of Schools 
covered 

Number of 
children 
covered 

■Cost ' per cMld 

{Rs.) 

1970-71 

0.42 

70 

7,000 

6.00 

1971-72 

0.50 

80 

8,000 

6.25 

1972-73 

0.55 

90 

9,000 

6.00 


The above write-up regarding Primary Education ispurely illustrative to indiMte how a 
programme of this type could be briefly explained in the broad performance budget tneant for top 

level i.e.. Legislature and Government. The facts and figures are only imaginety and their validity is 
not, therefore, to be questioned as regards consistency, etc. This could be one ot the programmes of 


The several physical measures and ratios mentioned earlier are to be used in 
varying degrees in different situations. Whether a simple workload statistics device 
is to be developed in combination with staff time used, or more re&ed methods of 
productivity and performance ratios are to be used will depend on the type of work 
or services, the organisations involved and the facilities available. Basic to the 
measurement of physical performance, however, is the selection of the most appro- 
priate unit or units of work measure. This has to be done with great care in each 
individual case to reflect and convey effectively the whole range of operations of an 
organisation. In addition to being representative of the total e^rt put on the work, 
thi units selected should be used consistently over a period. They should Je easily 
understood and should be capable of being aggregated and summarised at each 
successive levels of control in management. 

UNIT COST APPROACH 

Unit-Cost information enables more complete and informed mpagement 
decisions. Unit-Cost approach is, however, to be used with caution, as quite distort- 
ing pictures would emerge in case it is universally apifiied without regard to the 
nature of operations or its applicability. This could be used with advantage in 
repetitive production operations resulting in homogeneous products but not other- 
wise Also wherever it is used as a device for control, one should tal^ into con 
s^deration various factors vitiating absolute comparisons. Application of unit cost- 
ine is illustrated below. In the case of repetitive processes, it will also be possible, 
for better control, to have standard unit costs with which actuals could be com- 
pared* 


50 


PERFORMANCE BUDGETING IN GOVERNMENT 


Illustration A 

Delhi Milk Scheme* 

1. procurement 

This activity involves the procurement of both raw milk and the procurement 
of milk powder and butter for reconstituting them into milk. The milk so procured 
is collected in 20 Chilling Centres and thereafter it is transported by tankers to the 
Central Dairy. The quantity of milk, milk products and butter procured during the 
last six years is given below : 


Milk 




Total procure- 

Average 

Average pro- 

Average collec- 

Year 

ment in litres 

per day 

curement price 
per litre 

tion expenditure 
per litre (paise) 

1965-66 

5,16,40,879 

1,41,482 

72.78 

7.15 

1966-67 

6,28,42,714 

1,72,144 

76.23 

6.91 

1967-68 

5,78,24,067 

1,57,989 

95.62 

7.6 

1968-69 

6,10.06,839 

1,67,142 

97.29 

8.96 

1969-70 

7,20,17,769 

1,97,310 

95.66 

8.47 

1970- 71 

1971- 72 

6,28,28,497 

1,72,133 

100.58 (E) 

8.50 (E) 

(Budgetted) 

8,10,78,510 

2,21,526 

107.24 (E) 

8.50 (E) 


Milk Powder 

Year 

Quantity procured 

Average Price 


(M.T.) 

Rs.KM.T.) 

1965-66 

1,706.76 

2,024.93 

1966-67 

850,84 

2,765.02 

1967-68 

1,108.99 

3,232.33 

1968-69 

3,419.69 

2,694.78 

1969-70 

2,963.87 

1,888.40 

1970-71 

3,490.60 

3,606.30 (E) 

1971-72 (Budgetted) 

4,900.00 

4,550.00 


^Source ; Performance Budget of Selected Organisations, 1971-72, Government of India, Depart- 
ment of Agriculture. 
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Butter/Butter Oil 


Year 

.Qt}K procured 

(Kgs) 

Average price 
Rs.jkg. 

1968-69 

13,150 (W.B.) 

V 12.25 ; 

1969-70 

3,45,456 (W.B.) 

11.17 

1970-71 

4,59,511 
(Butter Oil) 

28,000 (W.B.) 

^ 9.67 ' 
11.17(E) 

1971-72 (Budgetted) 

15,00,000 (Butter Oil) 

9.87 


2. Proces.iing 

The quantity of milk (excluding cow milk) processed for the last 6 years is 


indicated below : 



Year 

Qty. processed 

Average 

Processing 

Average processing 


in litres 

per day 

cost 

cost per 

litre 

1965-66 

5,55,93,875 

1,52,312 

39,80,521 

7.16 


1966-67 

7,26,44,864 

1,99,027 

44,82,188 

6,17 


1967-68 

7,96,54,564 

2,17,635 

54,64,303 

6.86 


1968-69 

8,09,15,850 

2,31,087 

58,50,216 

7.23 


1969-70 

10,53,72,769 

2,88,693 

79,02,958 

7.50 

(E) 

1970-71 

9,86,20,137 

2,70,192 

76,43,061 

7.75 

(E) 

1971-72 

12,65,78,000 

3,45,842 

98,09,795 

7.75 

(E) 


(Budgetted) 



Basically 3 varieties of milk are produced in the Plant. They are standardised 
milk, tonned milk and double tonned milk. The quantity produced in respect of these 


is indicated below : 


Year 

Qty, produced 

Average 
per day 

Production 

cost 

Production cost 
per lure (paise) 

(1) 

(2) 

(3) 

(4) 

(5) 



Standardised Milk 



1965-66 

3.26,1 1,791 

89,347 

2,63,24,238 

80.72 

1966-67 

4,81,44,178 

1,31,902 

4,05,18,140 

84.16 

1967-68 

4,81,68,760 

1,31,609 

5,06,10,916 

105.07 

1968-69 

4,90,78,638 

1,34,462 

5.28,92,050 

105.77 

1969-70 

7,13.33,357 

1.95,434 

7,18,68,357 

100.75 (E) 

1970-71 

6,27,42,871 

1,71,898 

6,99,52,027 

111.49(E) 

1971-72 

(Budgetted) 

9,33,10,000 


10,88,46,115 

116.65(E) 
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: (1) 

: ; : : : (2) : ; 

(3) 

(4) 

(5) . 


, ' ToBiiei Mllk 



1965-66 

1,84,65,451 

50,590 

1,19,47,147 

64.70 

1966-67 

1,68,21,736 

46,087 

1,10,36,744 

65.61 

1967-68 

2,28,78,327 

62,509 

1,90,11,889 

83.10 

1968-69 

2,48,68,806 

68,134 

2,09,59,430 

84.28 

1969-70 

1,87,85,459 

51,465 

1,42,03,685 

75.61 

(Estimated) 

1970-71 

3,17,77,402 

86,239 

2,84,36,685 

90.34 

(Estimated) 

1971-72 

2,85,00,000 77,896 

Double Tonned Milk 

2,66,39,744 

93.44 

(Estimated) 

1965-66 

45.16,633 

12,374 

23,12,064 

51.19 

1966-67 

76,78,950 

21,038 

42,88,694 

55.85 

1967-68 

86,07,477 

23,518 

58,36,730 

67.81 

1968-69 

69,68,406 

19,092 

47,76,842 

68.55 

1969-70 

52,53,953 

14,394 

30,53,597 

58.12 

(Estimated) 

1970-71 

43,99,864 

12,054 

33,99,335 

77.26 

(Estimated) 

1971-72 

(Budgetted) 

47,58,000 

13,000 

37,49,780 

78.81 

(Estimated) 

Details 

of other milk products produced are given below : 

Butter, White Butter & Table Butter 


Year 

Qty. produced 

Average 

Average cost of produc- 


(Kgs.) 

per day 

tion per Kg. (Rs.) 

1965-66 

W.B 6,71,072 

1,839 

9.12 



T.B. 3,98,715 

1,092 

8.40 


1966-67 

W.B. 6,37,010 

T.B. 5,41,391 

1,745 

1,483 

9.12 

8.40 


1967-68 

W.B. 4,13,123 

TB. 1,88,715 

1,129 

516 

10.84 

10.56 


1968-69 

W.B. 6,21,821 

T.B 1,37,877 

1,704 

378 

11.24 

10.68 


1969-70 

W.B. 9.07,497 

2,486 

11.27 

(Estimated) 


T.B. 1,62,994 

447 

10.73 

(Estimated) 

1970-71 

W.B. 6,54,389 

1,793 

9.55 

(Estimated) 


T.B. 1,15,008 

315 

9.10 

(Estimated) 

1971-72 

(Budgetted) 

T.B. 2,50,000 

683 

10.75 


Note — M ajor portion of white butter produced is used for production of gheei ; 
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Year 

Qty. produced 
(Kgs.) 

per i'iay , 

/i ven/ge productimi 
cosi per Kg. 



Ghee 


1965-66 

5,20,094 

1,425 

11.32 

1966-67 

4,99,810 

1369 ^ 

■ 1132:::/. 

1967-68 

1,92,999 

527 

■ ■ '13.73 ,1, 

1968-69 

3,66,483 

1,004 

14.26 

1969-70 

6,14,839 

1,684 

13.00 (Estimated) 

1970-71 

3,03,197 

831 

' 11.00 (Estiinated), 

1971-72 

2,50,000 

■ 683 

12.50 

(Budgetted) 





Roller Dried Milk (Kg.) 


1965-66 

2,26,622 

621 

,, . 

1966-67 

2,64,588 

725 

: ' ' 

1967-68 

2,02,380 

553 

' — 

1968-69 

2,06,450 

566 

, — , 

1969-70 

2,28,110 

625 


1970-71 

2,63,330 

719 


1971-72 

3,00,000 

820 


(Budgetted) 





Ice Cream (In C.C.S.) 


1965-66 

1,34,26,400 

36,785 


1966-67 

1,07,68,725 

29,503 

/■ 7/; V.,, 

1967-68 

3,00,70,800 

82,161 


1968-69 

2,71,15,810 

74,290 


1969-70 

1,91,83,600 

52,558 


1970-71 

68,79,375 

18,848 


1971-72 

60,000 

164 


(Budgetted) 

(Kgs.) 

(Kgs.) 



3. Distribution 

The Delhi Milk Scheme has at present 78 vehicles for distribution of the milk 
bottles at 1046 booths located all over Delhi and Greater Delhi. The total quantity 

of various types of milk sold in the various booths during the last 6 years and the 
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total sales turnover indicating at the same time, the cost per litre of distribution is 
indicated in the table below : 

(Rs. in lakhs) 


Year 

: : Total' 'Qty f ' 
said in litres 

Total Sales 
turnover 

Cost of distri- 
bution per litre 
in paise 

1965-66 

5,90,51,876 

388.67 

4.62 

1966-67 

7,26.80,263 

528.81 

4.61 

1967-68 

8,03,44,779 

609.18 

5.04 

1968-69 

8,30,87,184 

762.08 

5.78 

1969-70 

9,38,47,383 

1,000.10 

5.501 

1970-71 

9,65,19,594 

997.33 

5.75 }■ (E) 

1971-72 

(Budgetted) 

12,73,10,000 

1,368,92 

5.75J 


The number of bottles handled during the last 5 years is also indicated below : 


No. of bottles 


1965- 66 

1966- 67 

1967- 68 

1968- 69 

1969- 70 

The number of milk token issued by the Scheme 
(upto 31st January 1971) 

Waiting list of applicants as on March, 1970 


20,18,070 

23,80,376 

25,37,666 

26,05,765 

29,44,224 

3,85,458 

42,988 


4. Administrative Expenses 

The adnoinistrative expenses of the Scheme, i.e., the expenditure on the pay 
and allowances of officers (and certain other charges which cannot directly be alloca- 
ted to any of the activities mentioned above) for the last 5 years, together with the 
cost per litre of milk on the basis of the quantity of milk processed during each of 
the year is indicated below : 


flYedrfff: 

Administrative 

Qty. of milk 

Cost per litre 


expenses 

processed 

(paise) 

1965-66 

18,20,405 

5,72,25,006 

3.18 

1966-67 

20,12.396 

7,40,66,681 

2.72 

1967-68 

28,90,912 

8,29,58,446 

3.48 

1968-69 

31,02,979 

8,38,83,465 

3.70 (E) 

1969-70 

39,20938 

10,59,94,203 

3.70 (E) 


Financial Review— A review of the working of the Scheme during the last 5 years 
reveals that the Scheme had been running at a loss upto 1968-69 and showed a profit 
in the year 1969-70. The loss/profitfigure of the last 5 years is given below : 


Loss in Lakh 
Rs. 


Profit in Lakhs 
Rs. 


1965- 66 

1966- 67 

1967- 68 

1968- 69 

1969- 70 


39.21 

14.66 

146.71 

76.42 


The loss is mainly due to the fact that the selling price has not been sufficiently 
high to meet the cost of procurement of milk, its processing and other overheads. 
The table below indicates the cost of production of various types of milk broken into 
various Components comprising the cost from year to year as also the selling price 
from year to year showing the loss per litre. 

(In paise per litre) 

Raw material Processing Distribution Overheads Total Selling 
Year includine cost cost including cost price* 



Raw material 

Processing 

Distribution 

Overheads 

Total 

Year 

including 

cost 

cost 

including 

cost 


procurement 



interest d 



charges 



depreciation 




Standardised Milk 



1965-66 

64.54 

7.16 

4.40 

4.62 

80.72 

1966-67 

69.31 

6.17 

4.61 

4.07 

84.16 

1967-68 

88.26 

6.86 

4.91 

5.04 

105.07 

1968-69 

89.70 

7.23 

5.78 

5.06 

107.77 




Tonned Milk 



1965-66 

48.52 

7.16 

4.40 

4.62 

64.70 

1966-67 

50.76 

6.17 

4.61 

4.07 

65.61 

1967-68 

66.29 

6.86 

4.91 

5.07 

83.10 

1968-69 

66.21 

7.23 

5,78 

5.06 

84.28 



Double Tonned Milk 


1965-66 

35.01 

7.16 

4.40 

4.62 

51.19 

1966-67 

39.00 

6.17 

4.61 

4.07 

53.85 

1967-68 

51.00 

6.86 

4.91 

5.07 

67,81 

1968-69 

50.48 

7.23 

5.78 

5.00 

68.55 


(In Rupees) 


* Type of Milk 

1. Buffalo Milk 

2. Standardised Milk 

3. Cow’s Milk 

4. Tonned Milk 

5. Double Tonned 
Milk 


1,11.1959 

I3,5J964 


12.111965 

26.12.1967 

22JJ9( 

0.62 

0.70 

(Discontinued w.e.f. 5.t 

5.1 965) 

1,16 



0.70 

0.84 

1.04 



(w.e.f. tO.6 

.65) 


i.l6 

0.62 

0.70 

0,70 

0.84 


0.42 

0.44 

0.54 

0.54 

0.74 

0.84 

:v,v; 

0.40 

0.40 


0.60 



(w.e.f. 1.6. 

1965) 
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Illustration B 


Off-Shore and Deep See Exploratory FishinglTraining* 

The off-shore and deep sea exploratory fishing and practical training and 
demonstration of modern technology ashore and at sea are two of the mc^t important 
activities of this organisation. As such cost per unit of an hour of off-shore and 
deeo sea exploratory fishing as well as the unit cost of trainee for different courses 
has been worked out and furnished in the following tables for 1969-70, based on 
actual expenditure, and for 1971-72 based on Budget Estimates : 

Unit cost of various activities of the Project 1969-70 
(ly Unit cost per hour of off-shore and deep sea explora- 
tory fishing during 1969-70 
Total charge 

Less receipts j,.^o,4UU 

9,22,600 


Net cost 


Total hours of operation— 5719 

Cost per hour of operation i 

(2) Unit cost per trainee during 1969-70 

Total cost under this head ■ 

Deduct 50 per cent towards demonstration 

Less receipts 
Net cost of training 

(a) Fishing Second Hands and Engine Drivers 
Cost for 20 hands (35%) 

(b) Freezing Plant Operator 
Cost for 12 hand (15%) 

Cost per trainee 

(c) Processing Technician 
Cost for 15 hand (15%) 

Cost per trainee 

(d) Service Mechanics 

Cost for 12 persons (15%) 

;y%;yey:'-Boat;D^^ 

:::y:C0st for:7:;hands:'(10%^y 

■ ::>yi;:;:':CdSt;;per;traine (:; ■ :y:y : ' 


11,59,000 

5,79,500 

5,79,500 

3,96,300 

1,83,200 


64,120 

3,206 


27,480 

2,290 


27,480 

1,832 


27,480 

2,290 


18,320 

2,617 


♦Srwrce ; PerfoiTOance Budgets of Selected Organisations, Government of India, Department 
of Agriculture, 1971-72, Indo-Norwegian Project, Emakulam (Extracts relating to Unit Cost only.) 
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f f) Purse Seine Matter 
Cost for 8 hands 
Cost per trainee 

Statement showing unit cost of each metric ton of ice produced 1969-70 

1. Direct expenses on ice-plant per month Rs. 

2. Direct wages on ice-plant per month 

3. Depreciation cost of building and materials 

4. Interest on capital 

5. Maintenance and repairs 


Total cost per month 
Total cost per year 

Total production of ice during 1969-70 
Cost per ton of ice 

Cost of electricity and water per ton not included in direct 
expenses 


18,320 

2,290 


625.00 

2.827.00 

3.484.00 

1.007.00 

1.104.00 

9.047.00 


1,08,564.00 


3,147 M. tonnes 
34.50 


(say Rs. 44 per metric ton of ice). 

Unit cost of various activities of the Project based on accepted budget estimate 

for 1971-72 

1. Unit cost per hour of off-shore and deep sea explora- 
tory fishing during 1971-72 15 11000 

Total charge as per Table I 
Less receipts 


Net cost 

Total hours of operation 
Cost per hour of operation 
2. Unit cost per trainee during 1971-72 
Total cost under this head as per Table 1 
Deduct 50 per cent towards demonstration 

Less receipts 
Net cost of training 

(а) Fishing Second Hands and Engine Drivers 

Cost for 23 hands (30%) 

Cost per trainee 

(б) Freezing Plant Operator 
Cost for 25 heads (25%) 

Cost per trainee 


11 , 20,000 

■ 7000 
160.00 

14,12,000 

7,06,000 

7,06,000 

4,62,350 

2,43,650 

73,095 

3,178 

60,912 

2,436 
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(c)/' Processmg'Te 

Cost for 25 hands (20%) 

Cost 'per trainee 

.(i) 'Service Mechanics 
:;;'^'G0Bt;,per'.trainee;;' 

'(c); Piirse-Seme Matter 19 l oi 

V/ 'TGost'for ':6 hands '(5%) ■ 2^030 

Cost per trainee V 


Statement showing unit cost of each tonne of ice produced as per estimated 
cost during 1971-72 

1. Direct expenses on ice-plant per month 

2. Direct wages on ice-plant per month 

3. Depreciation cost of building and materials 

4. Interest on capital 

5. Maintenance and repairs 

Total cost per month 
“Total cost per year 

Total estimated production of ice during 1971-72 
Cost per tonne of ice 

Cost of electricity and water charges per tonne of ice 
not included in direct expenses 

(Say Rs. 45 per tonne.) 

NoTE-Corresponding position for 1970-71 should also have been giv« and the above data 

presemed in a tabular form so as to show comparative position year after year. 

SOME BASIC CONSIDERATIONS 

Anart from the use of workload and other relevant data on P®rfo™mnce for a 
♦pm-ibe qnnraisal bv mannsement, output-input relationships conveying the effect 
of eSrprograS^e could also be used assist higher levels in Go^xn- 
in maShTdS^ on alternative courses of action. These relate to tte 
me hivestoent stage A relationship is established between tte ultimate benefits to 
K h^a narficular programme and the overall cost of that programme so^as to 

Ssfss the ewnoSd social benefits expected from competing programmes. These 
re railed bv such names as Cost-benefit analysis, Cost-effectiveness analysis, 
ntUfiJ alalysis e?c. Though such investment planning and analysis is very nec^sary 

as part of the administrative process of decision making, these analytica oo 

distinct from performance budgeting concept and technique. 


Rs. 1,425.00 

Rs. 3,827.00 

3.484.00 

1.007.00 

2.004.00 

11.747.00 

1,40,964.00 

4000 tonnes 
35.24 

9.40 

44.64 
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■f: :■ 

T;-. 

. ■ III analysing the performance or productivity ratios, ■ care , must , be, taken to 

. . avoid wrong conclusions, as there are many variables. Among , theni:, .mention., may 

■be made of the 'following : 


(i) Substantial difference J.n volume of work may affect productivity. , ■ An orga* 
„ nisatioii handling large volume of work will be using less, inputs, per, .unit 
of work than another that has a low volume of the same 'work , in the same' 
period. Different standards have to: be, applied .for a. proper, a.naly sis in such 

cases, ' 


(it) Huge back-log of work and its: clearance in ,a. particiilat, period may indi- 
cate a higher productivity in -the .year in which it is cleared. 

(Hi) Improvements .in method of work and other organ isatioiial,„i.niiovations' will 
' have an impact on performance and productivity. , ■ 


(iv) Geographic locations and local conditions vitiate _ co'm.paripn of , sim.iiar 
operations.. For e.xample, unit cost' of constructing a ^m'ile of road in 
Himachal .Pradesh will not be the same, as in Mysore or Bihar. 


(r) Lastly, performance ana,iysis is essentially 'quantitative and imt qualitative. 
Therefore, in drawing infe.rences, this fact should, ^ be ' kept in mind. For 
example, a fall in road accidents in, a year in Delhi^, should not be^ taken as a 
ground for reduction in the traflic police. The fall in road accidents does 
not also necessarily indicate the quality of work done by the traffic police. 
Similarly, a fall in the mortality rate due to small pox in a year does not 
warrant a cut in staff for that programme. 



Development of work units and appropriate norms and standards is as impor- 
tant as it is difficult. Where they are not forthcoming now, steps will have to be 
taken gradually to develop them. In the absence of a system of measurement of 
physical performance that will provide valuable data for a continuous appraisal of 
performance by management, performance budgeting will not yield the results expec- 
ted of it. A meaningful information and reporting system is vital in this connection. 


The Format of a 
Performance Budget 


5 


A.! mentioned earlier, performance budgets are to be prepared for each depart- 
ment or orSSSrfor various levels and not for each function of government. 
The objectives and functions of a given department/organisation ^LyJJ^are 
and its programmes and activities determined, fhese programmes and activities are 
then disnlaved in a systematic manner with a view to relating their finaimial a d 
SS aSts L fne comprehensive document. The structure of a performance 
budget as recommended by the Administrative Reforms Commission and as accepted 
S fe GoveZSSas three parts-I. Introductory, II. Financial Requirements and 
III. Explanation of Financial Requirements. 

THE THREE PARTS 

The Introductory part is meant to convey briefly the aims and objectives of the 
denartment/organisation, its range of work, broad organisational structure and the 
asSnment of responsibilities. This Part is to give a briet idea of the origin, set up, 
authority, scope and objectives of the organisation concerned so as to enable one 
to have a broad insight into the functioning of the department. 

The second Part deals with the budgetary requireinents in financial terms. In 
addition to the estimates for the ensuing budget year, the table in this ® 

the actuals of the last year, budget of the current year and the correspondmg revis^ 
estimates for the current year. This would be as per the practice prevailing now 
The presentation will be in three dimensions— one displaying the requirements of the 
department by purpose by programmes and activities), the other showing 

toml expenditure by objects of expenditure and the third indicating the source of 

funds to carry out the purposes. It has, therefore, three sections : A. Programme! 
Activity Classification showing the range of work classified into meaningfifl categories 
bv programmes and activities; B. Object-wise Classification, gwmg a di&vent mgle 
in terms of broad items of expenditure groupings, such as establishi^nt charges^ 
travel, stores, grant-in-aid, machinery, equipment, and C. 5to«rc« ^ 

Financing indicating the several Demand Numbers and Major Heads under whicn 
the outlays for the programmes and activities are included in the appropriation 
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structure and from which funds would be available for spending alter due process ol 
law The totals of the three sections A, B and C will be the same, as the same total 
exDenditure provision would be displayed in dilferent manner. The programme/ 
activity classification facilitates the measurement of work in relation to the purposes 
and objectives of the organisation. The object-wise classification helps m identit^ng 
the various inputs that have gone into the various programmes and activities. The 
Lurces of financing merely brings together the individual Demands and Major Heads 
where the expenditure is provided for. As stated already, the details under program- 
mes/activities, i.e., their sub-division, or the break-up of object-wise groupings could 
be as required for each level of control. As the level goes down, the details of pro- 
gramme as well as object-wise classification will be more elaborate to serve manage- 
ment needs of control. 

The third Part relating to Explanation of Financial Requirements is important, 
as it is here that an attempt is made to relate expenditure provisions m terms of 
nrogrammes and activities to work proposed or services to be rendered oi things to be 
accLplished. Necessary justification has to be given by means ot pertinent 
nhvsical data for the budgetary requests explaining also past perfoi maiite. A 
performance budget becomes meaningful and useful to management only 
?f this part is properly developed. To the extent necessary physical data about 
targets, Lhievements, workload, etc. is not supplied or a proper co-re atmn be^ 

finfncikl outlays and physical targets is not made, the documen will tall short of a 
Sormance buget. Workload and measurement aspects and the importance of 
developing proper data for control and appraisal have been explained in Chapter . 

EXAMPLES 

The format of a performance budget is given at page 62. The two examples will 
illustrme the scope and content of each of the three parts referred to above. It may 
be menfioned here that the examples have been given purely to illustrate the approach. 
Tt is not intended that what is given there is the ideal one. There is certainly scope 
for lot of improvement. It would be useful to study the illustrations and recognise 
the dSciencies in the attempt made by the departments, bearing m mind however 

ihe flct that it is a sunmary budget for top level fix. VKStnimon to 

Legislature (Some of the deficiencies have been pointed out by way of notes at appro- 
priate places). 

Illustration A 

Monitoring Organisation* (Ministry of Communications) Feifonmmce Budget 
1971-72 

1. Introduction 

The Monitoring Organisation, a subordinate organisation of the Departi^nt of 

rommunications assists the Wireless Planning and Coordination Wing of the Depart- 
■Gommumcaiion >. . . . , . ^ r carj-vinE out frequency management and 

^forcMi^nr^f nafional and international regulations, licensing conditions and other 

moDitoringl stations at Delhi, Nagpur. Bombay. 

Budget of Organisations under the Ministry of Communications, Govern- 

tnent of India, 1971-72. 
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FORMAT OF A PERFORMANCE BUDGET 
'.■,';PE.RFORiiANC'^ FOR THE YEAR 1912»73 

' l,.:':lniroductfon : ■ ■ 

: '.''X ' " '■ ■ X' ■■■■ ■" '''X^ , '.E X" X 

: .'X/' '■,■■■:. y.'^''"X'-'' , ' 'X ' ' X 

ji^^Programmej Activity ClasMfication^ '■ ■. 


■: Accoun-ts 
1970-71 

. NP. 


(Rs. in lakhs) 

Budget Estimates Revised Estimates Budget Estimates 
1971-72 1971-72 1972-73 

^ ^ f ( ^ 

'■■ P. NP. ' T. P. NP. T. P. NP. T, 


Total A — ^ ^ 

'B—Objectwise Classificatim 

Establishment charges 
. Travel 

Office Expenses 

Sto'res,'' ■etc...';: ' ■ — - — — ' — — — ■ — . 

■Total '■ : — — — — — — — — — — — 

C — Sources of Financing 

1. Demand No. (Major Head...) 

2. Demand No. (Major Head...) 

ote. ■■':."'.. ■■■ ^ , 

'.:■■ Total C;", /■',■.■ . 

Ilf. Explanation of Financial Requirements 

In this Part, each programme/activity will be explained with necessary data, etc., 
to justify funds asked for. Past performance is also to be given. Targets and 
achievements in the last year and the current year should be given along with pro- 
gramme for the budget year. The type of data, workload factors, indices of perfor- 
mance will all depend on the nature of the activity. 

Note-— -P—FI an; NP~Non-Plan; T^Total. 

is necessary to show Plan and non-Pian break-up in our special context, though in per- 
formance budgeting, an activity is considered as a whole, v/hether Plan or Non-Plan. 

Again, under each programme/activity, the Revenue and Capital component should be distinctly 
shown, as for example, 

Acluah Budget Estimates Revised Estimates Budget Estimates 
1970-71 1971-72 1971-72 1972-73 \ 


F^NP.T, P!NP,T. 


P. NP. T. 


P. NP. T. 


1 . Fertilizers & Manures 

Revenue 
Capital 
Loans etc. 

2. etc. 


Calcutta, Madras, Gorakhpur, Srinagar, Shillong, Ajmer, AJiiiiedabacl aiid Hydera 
The Wireless Adviser to the Governinent of India is the Head .of tlie O.rgaQ.isat.ion. 

.The Fourth Five Year Plan envisages' the development' a.iid . further .expansion 
of the Monitoring Organisation at an . estimated e.xpenditiire of Rs. 1 crore during 
the Plan period. The main features of the Plan are establishment of 12 fixed moni« 
Coring .stations, 3 field, stations ' and facilitie.s for detection of unauthorised traosmis- ■ 
sions, measurement of 'manmade interference, i,Espectioii units, etc.. 

.' An annual plan of Rs. 16 lakhs (excluding expenditure .on civil, works), has .been 
approved for 1971-72, Lc., the third year' of the .Fourth Five Year Plan. ', 

The targets indicated in the annual plan are the same as those inclicated in the 
third vear of the Fourth Five Year Plan. The .total number of monitoring cliannels 


at the various monitoring stations that 
follows : 

would be established 

by 1971-72 are as 

Year 

Fixed Technical , 
and General 

, Fixed 

Special 

: Mobile 

1970-71 

20 

1 

9 

1971-72 

21 

4 

10 


Inspection units are to be established at Delhi, Nagpur, Madras, Bombay and 
Calcutta with a team of two officials. A Radio noise survey unit has also to be esta- 
blished at Delhi. 

The monitoring station at Delhi is engaged in the task of developing sophisti- 
cated type of equipments. This activity will continue during 1971-72. The items 
being developed at present are log-periodie-antenna, for V. H- F., omni-directional 
antenna for M.F./H.F- bands, frequency comparators (transistorised versions) auto- 
scanning units, F.S.K. converters, and V.S.W.R. meters, resulting m considerable 
saving of foreign exchange. 


II. Financial Requirements 


(Rs. in lakhs) 


A. Programme! Activity 
Classification 
{a) Administration 
{b) Operation and Main- 
tenance (Monitoring) 

Total A 


Actual Expenditure 
1969-70 

Revised Estimate 
1970-71 

Budget 
^^RstimateS' 
:.;: .:l'971-72 

{2) 


(4) 

0.63 

■ ( ;:0.73: : 

0.86 

: 21.5V: 

28.88 

32.96 

■: : ^2:22 

""::::T9.:61'-v; 

33.82 
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B. OFfea-wise Classification 
Establishment charges 

(Office and Operational 

Staff ) 

12.^ 

':'''"Tr'av.elv f 

Maintenance and Repla- 
cement and Contingencies 

0.19 

2.38 

Equipment and Stores 

7.38 

.Vans 

Other Charges 

0.21 

Total B 

22.22 


c. Sources of Financing ^ 

Demand No. 94 22.22 29.61 33.82 

(The increases in Budget Estimate 1971-72 over Revised Estimate 1970-71 are as 
a result of increased requirements on operation and maintenance in the Third Year 

of the Plan). . ^ 

(Note— 1. The Budget Estimates for 1970-71 should also have been given. 

2. Under each year, Plan and non-Plan break-up should be indicated. If, 
however, the entire provision is either Plan or non-Plan, a footnote to that enect 
should have been added). . 


III. Explanation of Financial Requirements 


Revised Estimate 
1970-71 

0.73 


(Rs. in lakhs) 

Budget Estimate 
1971-72 

0.86 


(a) Administration 0.73 u.eo 

This reoresents the pay and allowances of the Head of the Office,* the Adminis- 
trative Officer and such other officers and staff of the Organisation as are engaged m 

running the administration and maintaining cash, budget, accounts and house-keeping, 

1970-71 1971-72 

(Revised) (Anticipated) 

Number of Officers 2 3 

isJumlTip'r nf 15 19 


Number of Officers 
Number of Staff 
Percentage of Expendi- 
ture on Administration 
to Total Budget 


^]^Qj£_«Xhe write-up could be amplified. The staff table should show the posi- 
niond^thQ office also looks after the operational part of Monitoring Organisations Works. 
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(Ms. in lakhs) 
Revised Esiimaie Budget Estimate 
1970^71 I97U72 

(6) Operation and Muintenance 28.88 32.96 c.' 


The amount under this activity consists of the working expenses of the Organi- 
sation ^ and its monitoring stations in maintaining and discharging the monitoring 
activities. Some of the relevant workload are indicated in the following table : 



Monitoring Work Done (Channel Days) No. of No. of N(k of 


— ^ infringe- ernes of statiom 

year ,/* ■ 2^' , i* 4* 5* Total rnenis assistance identi- 

% detected to user fied:7 
by , Depart'- ■ 
various ment 
stations 


1969-70 

523 

4,330 

638 

924 

40 

6,455 

5,677 

4,872 

49,000 

1970-71 

500 

4,500 

800 

1,150 

50 

7,000 

6,200 

5,000 

58,000 

(Estimated) 



1971-72 

(Antici- 

pated) 

500 

5,100 

1,000 

1,340 

60 

8,000 

6,750 

5,500 

65,000 


Participation in internationa} Monitoring Programme on behalf of LT.U. 

,.*2. .Technical' Monitoring, of 'wireless.' user 'fo.r. checking technical:. Parameters. ■ ' 

^3. Detection of un-authorised wireless transmissions. 

*4. General Monitoring including interference monitoring, occupancy and vacancy 
■ ■cheeks,'etc. 

*5. Assistance to users furnished directly. 


The staff position is indicated below : 



1970-71 197T72 


Number of Officers 22 26 

Number of Staff 320 376 

(Note— The department could elaborate further the write up and data on staff. 
As it is, the' programme is not adeq'uately explained). 
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Illustration B 

Agriculture Department ( Performance Budget* 1972-73) Punjab 


1. Introductory 

The Punjab is predominantly an Agricultural Economy State. The total geo- 
graphical area is 50.38 lakh hectares out of which 40.53 lakh hectares is cultivated 
and total cropped area is 56.78 lakh hectares. The cropping intensity for the year 
1970-71 works out to be 140 per cent which is highest in the country. The net irri- 
gated area is 28.88 lakh hectares which forms 71.22 per cent of the net cultivated 
area which too is highest in the country. 

Experience has shown that Industrial Development does not come until a 
Nation can feed and clothe its people. Where high percentage of population live in 
rural areas, larger national production efforts are expanded on Agriculture, which 
permits : 

(i) higher level of nutrients for the entire rapidly growing population : 

(it) saving of substantial amounts of foreign exchange where food and raw 
materials are imported; and 

(in) new source of National Income by exporing marketable surplus crops. 

Encouraged with the previous results of increased production, a bold pro- 
gramme has been framed for execution during 1 972-73 as indicated below ; 
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evolve a long term programme of action which would have the objectives given 
below : 

(0 increasing productivity and distribution of food and Agricultural Pro- 
ducts; 

(i7) raising levels of nutrition and standards of living, in particular amelio- 
rating the conditions of small farmers and agricultural labour; and 

(Hi) increasing the capability of present system of rural supplies and services. 

Green Revolution 

(i) Wheat is the major food crop covering an area of 2.3 million hectares out of 
total cropped area of 5.678 million hectares. Latest technique and remarkable level of 
adoptability to different climates and agronomic conditions of short duration high 
yielding varieties and the potential created in the first three plans made it possible to 
step up wheat production by 402 per cent in 1970-71 over base year of 1950-51. The 
bumper wheat harvest is confirmed from the market arrivals of 3 1 .06 lakh tonnes 
(31st March, 1971) which contribute more than 75 per cent to the Central Pool. 

(ii) Similar to wheat a great break-through has been witnessed in rice produc- 
tion. The production of rice has stepped up by 543 per cent in 1970-71 over the base 
year of 1950-51. Up to 1 6th January, 1972, a total of 12.90 lakh tonnes of paddy 
arrived in the markets. The Punjab State will contribute 7.5 lakh tonnes of Rice in 
the Central Pool out of 43 lakh tonnes of the country as a whole. The Punjab State 
will be able to produce 15 lakh tonnes of Rice in the two crop harvests. It is felt that 
the tempo of ‘Green Revolution’ which is just around the corner could be sustained 
and further extended with intensive efforts of the Department in collaboration with 
other allied Departments and Institutions. Activities are summarized in the succeeding 
paragraphs. 

The Director of Agriculture is the head of the organisation and he is assisted at 
the State Headquarters by a group of technical officers incharge of various pro- 
grammes. The State has been divided into 12 Agricultural Districts. The work in the 
district is supervised by a District Agricultural Officer. There are two circles. Each circle 
is under the charge of a Deputy Director of Agriculture, who guides and supervises 
the implementation of the various agricultural programmes. The District Agricultural 
Officer/Pilot Project Officer prepares the detailed programmes and supervises the im- 
plementation of the programmes in the Community Development Blocks. At the block 
level, the_ Extension Officer (Agriculture) is incharge of the Agricultural Programmes 
and he is assisted by village level workers and gram sewaks. It is proposed to inte- 
grate the working of all the various sections of the Agriculture Department at the 
district level under one Chief Agricultural Officer posted at the district level. 

In Intensive Agriculture Development Programme districts of Ludhiana,. 
Ferozepur and Sangrur, the Pilot Project Officer assisted with Subject Matter Spe- 
cialist in various disciplines executes the various development schemes for agricultural 
production. 

The Agricultural Research and Education are mainly conducted by the Punjab 
Agricultural University Ludhiana, since December, 1 962. 
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Mevised Estimates 
■ , I97E72 : : 


{Figures in thousands) 


Budget Estimates 
1972-73 

_ A—- 


Plan Non- Total Plan Non- Total 
Plan 


83 33,29 34,12 1,82 30,76 32,58 

The break-up of expenditure under this progranune is given bclovy ■ 


Revised Estimates 
1971-72 


Budget Estimates 
1972-73 


Plan Non- Total Plan Non- Total 
Plan 


11,09 11,09 

13,87 13,87 


State Seed Farms 

13,91 

13,91 

... 

Purchase and Sale of Improved 

Seeds 

6,08 

6,08 

, 

Supply of improved seed on 
subsidized rates in border areas . . . 

13,30 

13,30 

... 

Seed Certificataion 83 


83 

1,82 

Total ... 83 

33,29 

34,12 

1,82 


5.80 5,80 

1,82 ... 1,82 

1,82 30,76 32,58 


Seeds are one of the most important inputs for higher level of productivity. 
The Puniab Agricultural University produce the nucleons seed and distribute to the 
Punjab TSculture Department and National Seed Corporation tor further multipli- 
Sn Se foundation seeds thus raised are sold to the progressive growers. 

State Seed Farms 

There were 8 1 State Seed Farms with total area of 2044 hectares during the year 
"107D71 Thirfvnine Farms were 'under direct cultivation and 42 Farms under 

Mart Lu™ ior aEo MMnortioal uaiB covering an area of 887 hectares have 
£en closed during the year 1971-72 and are likely to be disposed of soon. The Depait- 
ment has made alternate arrangement for multiplication of seed at Mattewara farm 

and at bigger units to be purchased. 
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DistnbuiianqflmpmvedSeeM^^..-^...:/^^ 

Under the Seed Depot Scheme of the Departoient seeds. ^ after pro- 

per tests ill the laboratories; The 'procured seeds are father distributed amongst 
the cultivators on ‘no profit nO' loss basis’, through the : field staff. The Punjab ■ State 
Coopertive Supply and Marketing Federation ' and National Seed Corporation also 
arrange sale of seeds. 

From ail the sources the following seed distribution programme has been 


planned for the year 1972-73 : 



(i) Wheat (High Yielding Varieties) 

21,000 

quintals 

(//) Rice (High Yielding Varieties) 

8,000 

quintals 

(/i7) Hybrid Maize 

3,500 

quintals 

(iv) Hybrid Bajra 

2,500 

quintals 


Supply of Seeds in Border Area on Subsidised Rates 

To keep up the tempo of agricultural production in the border areas of 
Gurdaspur, Amritsar, and Ferozepur districts, seeds are supplied to cultivators on 

subsidized rates. 

Seed Certification Scheme 

The object of the scheme is to set up a departmental agency to certify the qua- 
lity of seeds produced by private traders and growers and thereby encourage the 
private agencies in the business of production and distribution of good quality seeds. 
The scheme is still in its infant stage and is being enlarged during 1.972-73 for the 
.proper enforcement of Seed .'Laws. 

At the State level Deputy Director of Agriculture (Seeds) is incliarge of the Seed 
Production Programme. He is assisted by the District Agricultural Officer, who is 
mainly responsible for the execution of this programme. Supporting staff is provided 
at each Government Seed Farm and for the certification of seeds at private growers 
farms. The certified seed from the growers is purchased for further distribution 
am 0 ,Bgs,t' the, farmers. 


The break-up of expenditure under this programme is given below : 



Revised Estimates 
1971-72 

Budget Estimates 
1972-73 


Plan 

Non- 

Plan 

Total 

Plan 

■ , iVoii- ■:■ 
:Plmi 

' 1 

Total 

Intensive Agricultural Pro- 
gramme 

13,12 

15.68 

28,80 

18,67 

16,59 

35,26 

High Yielding Varieties 
Programme 

— 

18,20 

18,20 

... 

25,35 

25,35 

Multiple Cropping 

2,00 


2,00 

3,28 

... 

3,28 

Total 

15,12 

33,88 

49,00 

21,95 

41,94 

63,89 


Intensive Agricultural District Programme 


Despite intensive efforts by way of increasing irrigation facilities, expansion of 
land under cultivation and inception of Community Development Programme, etc. 
much head way could not be made for Agricultural Production to keep pace with the 
needs of the rapidly increasing population. After thorough examination Intensive 
Agricultural District Programme was started as a focus for Agricultural 
Development Programme in Ludhiana in April, 1961. An augmented district staff 
was headed by a Project Officer and supported by Subject Matter Specialists in various 
disciplines. A systematic programme of educating the farmers through individual 
contacts, preparation of their farm plans, technical training camps at various levels, 
scientific demonstration, supply of technical literature, etc. has been undertaken. All 
these systematic efforts made it possible to achieve the average wheat yield of 32.79 
quintals per hectare during 1971. The cropping intensity of 156 per cent in Ludhiana 
District against 140 per cent of the Punjab State as a whole is also highest in the 
co.untry. 


(Figures in thousands) 



Revised Estimates 
1971-72 

Budget Estimates 
1972-73 


Plan Non- 

Plan 

Total' 

' Plan 

Non- Total 

Plan 

3. Intensive Agricultural 
Programme 

oo 

oo 

rn 

. 

n 

49,00 

21,95 

41,94 63,89 


The experience of spectacular achievement gained in Ludhiana District, has been 
extended to Ferozepur and Sangrur districts from the year 1971-72. 

Pilot Intensive Agricultural Village 

A; A sum of ;Rs, 1.03 lakh has been provided for the setting up of a model village 
■at Kheowali in Ferozepur District to encourage the farmers to adopt modern agricul- 
:tural practices necessary for increased production. 

High Yielding Varieties Programme 

■ The main plank of the new strategy for increasing agricultural production is the 
introduction of High Yielding Varieties Programme. Under this programme the 
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newly identified and evolved high, yielding strains of wheat, paddy and hybrids of 
maize and bajra, which are responsive to high doses of fertilizers were introduced to 
the farmers. It is envisaged to cover the entire irrigated' area under High Yielding 
Varieties of wheat and paddy. Hybrid Maize has not been accepted by thefarmers. 


Targets and achievement are given below : 

(Figures in thousand hectares) 




1969-70 

1970-71 

1971-72 

1972-73 

Crop 





— ^ 


':;\Targei Achieve- 

Target ; Achieve- 

Target 

Achieve- 

Target 


ment 

ment 


ment 


Wheat 

15,03 

16,02 

15,80 

16,20 

17,00 

Paddy 

... 92 

1,30 

1,42 

3,03 

3,80 

Bajra 

1,01 

1,25 

1,01 

1,01 

1,01 

Maize 

’ . 52 " . 

49 

81 

36 

20 


Multiple Cropping 

The multiple cropping is a more intensive system of cropping when no addi- 
tionai area is likely to become available for cultivation. This programme aims at 
raising the cropping intensities of cultivated lands having sufficient irrigation jfacili- 
ties or assured rainfall by growing more than one crop. The availability of short | 

duration High Yielding Varieties Programmes have opened up vast opportunities for I 

increasing agricultural production through multiple cropping programme. This pro- | 

gramme has been started in three blocks, namely, Gurdaspur, Maierkotla and Kot I 

Bhai, where cropping intensity will be raised from 120 to 130, 135 to 145 and 107 to 
110, resp'Cctively. ''f ^ 

(/) The total cropped area of the Punjab State as a whole is envisaged to be 
improved by adding 1.25 lakh hectare area under double cropping during 
1972-73. 

(//) This programme having gained success will be further extended to three 

more blocks. 

(Figures in thousands) | 


Revised Estimates Budget Estimates 

197U72 1972-73 



yfilan.' ; 

Non- 

Flan 

Total 

Flan 

Non- 

Plan 



Total 

4. Development of 
Commercial Crops 

59,24 

21,87 

81,11 

1,87,89 

24,84 

2,12,82 
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The break-up of expenditure under this programme is given below : 


Revised Estimates ^ Budget Esimmtes 

197F72 1972-73 





Plan 

Non- 

Plan 

Total 

P lan . 

Non - : . , 

, ; ■ .Plan. ' 

Total 

1. Sugarcane 

6,24 

6,22 

12,46 

10,47 

7,19 

17,66 

2. Cotton 

38,91 

11,25 

50,16 

1,47,58 

12,78 

1,60,36 

3. Oilseeds 

14,09 

4,40 

18,49 

29,93 

4,87 

34,80 

Total 

59,24 

21,87 

81,11 

1,87,98 

24,84 

2,12,82 



Sugarcane Development Scheme 


The schemes aim at improving the yield and quality of sugarcane in factory 
areas. The experience has shown that the average yield in factory areas is more by 
25 per cent than rest of the State due to the functioning of schemes. In view of 
great need to run the factories for longer period, the schemes have been strengthened 
with the provision of more staff and facilities. 


The targets and achievements are detailed below : 


1970-71 1971-72 1972-73 


SI. 

No. 

Item 

Units 

Target 

Achieve- 

ment 

Target 

, Achieve-.: 
ment 

Taget 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 


1, Area under Seed 

Nurseries Acres 2,70,00 32,14 27,00 31,00 27,00 


2. Distribution of 

^^Se,ed V' Quintals 11,60,00 21,82,67 11,60,00 20,28,72 11,60,00 


3, Distribution of 

Fertilizer Tonnes 1,36,00 1,50,80 1,64,00 1,35,21 19,20,00 
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(6) (7) 


4. Plant Protection 

Measures Acres 000 

(a) Soil Treatment 

(b) Seed Treatment 

(f) Spray against 
whitefly Black 
bug and Py- 
rilla, etc. 


1,01,73 Soil 26,000 acres 
Seed 28,000 acres 
Spraying/dusting 
against Pyrilla, 
Black bug and 
whitefly etc., and 
the eradication 
of Gurdaspur 
border will be 
done on campai- 
gn basis keeping 
in view the in- 
tensity of attack 
of the pests at 
that time. 


5. Average Yield 

6. Area under 

Tonnes 

per 

acre 

22,40 

17,71 

23,60 

19,00 

(Esti- 

mated) 

24,80* 

Sugarcane 

Cotton 

000 acres 

1,20 

80,89 

1,20 

78,01 

l,20t 


Cotton is the most important cash crop covering an area of more than 4 lakh 
hectares with production of 9.20 lakh bales (Estimate 1971-72). The area under 
cotton in Punjab is 5.3 per cent of the total area of this crop in India, whereas the 
production is 15.3 per cent (1969-70). Cotton is very much receptive to fertilizers 
application and plant protection measures. Having realized the shortage of cotton 
to the extent of 7.8 lakh bales valued at about Rs. 90 crore the State Government in 
collaboration vyith Government of India started special projects to improve the yield 
and quality of cotton. The figures detailed below indicate the progress made in the 
production of cotton : 


Unit 1950-51 1960-61 1970-71 1971-72 1972-73 

Cotton Production (000 bales) 247 669 819 990 qao 

(000 hectares) 225 447 397 400 m 

Yield (Kilograms) 197 270 371 414 

Aerial Spray: 

Coverage (000 hectares) ... .. 119 iRt 9»a 

Ground Spray (000 hectares) ... ,,, 284 809 

•The major reason of non-achievement of the targets of averase vielB i« nnn 

recommended practices ofcultivation and inputs by the Cane Growers ® ^ non-adoption of 
,. , fTh® nr^in causes of decrease in areas under Sugarcane is the eiiitiuatirtr* ...i. 

,higher returns like wheat, maize and rice by the faiSn prffeSL^o sS“anl ° ^ 
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A new introduction of cycocyle spray will also be made on large scale for 
achieving appreciable high level of production. 

Besides special programmes for raising productivity of American cotton with 
the functioning of Intensive Cotton Development Programme in Ferozepur and 
Bhatinda Districts, an additional area of 40,000 acres under cotton particularly Desi 
will be covered in central districts of State. Similar facilities excepting aerial spray 
are provided to the farmers. 

At State level the cotton production in arid irrigated regions is supervised by 
Joint Director of Agriculture Plant Protection. Two Deputy Directors of Agriculture 
assisted by Assistant Cotton Development Officers and Agricultural Inspectors along- 
with supporting staff are well spread in this region. 


For remaining part of the State the Cotton Development work is supervised by 
another Joint Director of Agriculture (Cash Crops) assisted by Deputy Director of 
Agriculture and other field stafT 

Oil Seeds 

Like cotton, India is short of Oil Seeds. Package Programme has been started 
on the Groundnut Development, which is very receptive to application of fertilizers 
particularly superphosphate. A steady decrease in area under groundnut has been 
registered since 1967-68 and consequently the production. From the year 1971-72 
the groundnut cultivation has been given special consideration. The production in 
1972-73 will be raised to the level of 3.70 lakh tonnes by increasing area and 
yield. Targets for fertilizers consumption have been fixed. 

Rabi Oil Seeds— In view of tight position of foreign exchange production of Gil 
Seeds is required to be stepped up. The introduction of High Yielding Varieties of 
wheat affected the production of oil seeds as these do not stand high fertility level and 
also aphied is the limiting factor for economic level of yield. From the year 1971-72 
a campaign has been started for the timely control of aphied by covering 40,000 
hectares. The growers have been oflered free plant protection facilities as an incen- 
tive in Ferozepur, Bhatinda and Sangrur Districts. This programme will be extended 
in an area of 80,000 hectares during 1972-73. The production including other oil 
seeds has been estimated to the extent of 3.60 lakh tonnes for 1971-72 and 3.70 
lakh tonnes for 1972-73. 

This programme is supervised by Joint Director at the Headquarters and Deputy 
Director of Agriculture (Oil Seeds), Ludhiana at the State level supported by the 
field staff. 



Targets and Achievement are enumerated below 


Target Achieve- Target Achieve- Target 
meat meat 


Target AclnevC' 
meat 


1. Production 
(000 tonnes) 
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(Figures in thousands) 


Revised Estimates Budget Estimates 

1971-72 1972-73 

: ^ , — 



y P^lm \ 

Nofi’ 

Total 

Plan 

Non- 

Total 



Plan'' 



Plan 


Development of Horti- 

23,32 

. 17,52 

40,84 

65,48 

21,84 

87,32 


The break-up of expenditure under this programme is given below : 


Revised Estimates 
1971-72 


Budget Estimates 
1972-73 


— > — ______ — ^ r-— 1 

Plan Non- Total Plan Non- Total 
Plan Plan 


D Horiicullure,, 

9,09 

12,00 

21,09 

37,38 

14,23 

52,01 

2. Vegetables 

8,11 

3,40 

11,51 

21,47 

3,66 

25,13 

I:,','. 'Grapes' 

6,12 

2,12 

8,24 

6,23 

3,95 

10,18 

Total 

23,32 

17,52 

40,84 

65,48 

21.84 

87,32 



Horticulture 


The arid irrigated and sub-mountaneous regions of the Punjab State are very 
potential for the development of Horticulture. With better realization of the importance 
of fruits in balanced diet, the development of Horticulture is very essential, which 
produces more tonnage also per unit of area. 

For the deveopment of horticulture, the State Government have spread a chain 
of Government gardens and nurseries to serve as Demonstration-cum-Progeny Orch- 
ards. Reliable plant material is raised and supplied to the growers at reasonable rates. 

The State Government have given enhanced supply of canal irrigated water 
to the progressive growers. Abohar was once known as California of India in Citrus 
fruit production but for the last one decade citrus decline has been witnessed. The 
State Government have framed a scheme for the rehabilitation of citrus Industry in 
collaboration with United Nations Development Programme, which is in process. 

The new standard of Agricultural production in 4th Plan consists of growing 
maximum number of crops per unit area/time besides maximising productivity. Vegeta- 
bles including potato fits in multiple cropping programme which give high tonnage and 
income as well. The State Government besides offering technical know-how, supply 
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SI 


j: 



reliable and disease-free seeds to the farmers atreasonable rates. The vegetable Potato 
Seed Farm located at Mattew'ara (851 Acres), Dhogri (58f Acres), Kartarpur (50 Acres), 
and Beas (36 Acres) serve as Demonstration-cum-Seed Production Centres. 

Advisory service is offered to the growers for maximising vegetable potato pro- 
duction. 

In additon to vegetable seed foundation wheat seed is multiplied. 

Grapes 

Diversification of farming is very essential in view of advanced technology. 
Grape cultivation gives the highest tonnage and return as compared to any other 
crop. Grape cultivation scheme was introduced in the Punjab State during 1961-62. 
Besides advisory service, the Department have established two nurseries for the supply 
of disease-free and pedigreed plant material to the cultivators. 

The State Government also advanced loan @ Rs. 3(X)0 per acre for setting up 
grape orchard and construction of bower. The limit of loan from Rs. 3000 has been 
raised to Rs. 10,000 in view of rise in cost. 

It is proposed to establish as new Demonstration-cum-Progeny Centre at Mohali, 
for which land will be got from Urban Development Department. 

The Deputy Director of Horticulture (Grapes) is the Controlling Officer and the 
Horticultural Development Officers one each are stationed at Chandigarh and Jullun- 
dur. One Horticultural Inspector along with two beldars are proposed at each district 
for advisory work. 

At present about 400 hectares of area is under grapes. It is proposed to cover 
40 hectares in 1971-72 and 60 hectares in 1972-73 under Grape Plantation. Loan for 
Rs. 5 lakh will be advanced to cultivators for the establishment of vine yards. 

(Figures in thousands) 


Revised Estimates Budget Estimates 

1971-72 1972-73 


Plan 

■ ' .A-.—--. 

Non- 

Plan 

■■ T Ota! 

Plan 

Non- 

Plan 

Totaf 

29,74 

76,85 

1,06,59 

45,25 

1,28,98 

1,74,23 


G. Plant Protection and Pest Control 

Plant protection has now been accepted as one of the major factors in increasing 
Agricultural Production along with better seeds, fertilizers and irrigation. Rapid in- 
troduction of High Yielding Varieties changes in cropping pattern and adoption of mul- 
tiple cropping programme, have aroused the necessity of Plant Protection. With liberal 
use of fertilizers, multiple and relay cropping etc., insects pests, diseases and weeds 
tend to spread quickly. The State Government have, therefore, strengthened the Plant 
Protection Services. 
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The following three major schemes are under execution : 



Revised Estimates 
1971-72 

Budget Estimates 
1972-73 

(i) Intensification of Plant Protection Work 

7,49 

8,25 

(if) .Mass Spraying of Crops 

22,12 

22,00 

(Hi) Centrally Sponsored Schemes to enable 
the farmers in eradication of pests and 
. 'f.;. "' diseases of crops io:,endemic areas 

13 

14,00 


Under the first two schemes, adequate staff and funds for the purchase of pesti- 
cides have been provided. Fift>-one squads have been spread over the State to render 
custom services. Under the third scheme aerial spray is undertaken in endemic areas. 
With all the collective programmes under Plan and Non-Plan scheme an area of 32 
lakh hectare in 1971-72 and 34 lakh hectare in 1972-73 will be covered. 

The entire plant protection work is supervised by Deputy Director of Agricul- 
ture (Locust Control Plant Protection) at the State level, who works under the effective 
control of Joint Director of Agriculture (Plant Protection) under Intensive Cotton 
District Programme. The work at the district level is executed by Assistant Plant 
Protection Officers/Subject Matter Specialists (Plant Protection) with the assistance 
of Plant Protection Inspectors and allied staff. 


(Figures in thousands) 


Revised Estimates Budget Estimates 

1971-72 1972-73 

^ , ^ — — , 

Plan Non- Total Plan Non- Total 
Plan Plttn 


7. Agricultural Implements 

and Machinery 14 


4,17 4,31 3,05,20 6,70 3,11,90 


High Cropping Intensities over large areas are not practical proposals with the 
bullocks and outdated inefficient tools. Tractors and good farm machinery are a must 
for second phase of the country Agricultural Production through Intensive Cropping. 
The latest agricultural machinery will be popularized and arrangements are being made 
for importing 4000 tractors under World Bank Loan Programme during 1972-73. 

The State Government advance subsidy in Inter- National Border area on im- 
proved implements. This section is supervised by Agricultural Engineer (Implements) 
assisted with Assistant Agricultural Engineer (Implements) stationed at Gurdaspur 
and Ludhiana. Field staff equipped with latest technique and equipment is posted 
in each district for demonstration work. 

The targets and achievements are summarised on page 83. 



MakeMealer 20^00 ... 30,00 ... No data No data Ditto 
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'have been observed. This scheme : will demonstrate , the ecoiiomic aixd; p use. of 

various fertilizers. 

Rural Compost 

The object of the scheme is to increase the qiiaritity of cowdiiiig ..niaimre' 'aod; 
improve its quality by means of new, scientific methods. , The scheme is , carried,, on, in „ 

€4 blocks. 

Town Compost 

The refuse waste, in the towns is a potehtiaTsoiirce: of 'siippiy of good giiality 
compost which , is used for "crop /production. Financial assistance . to the tune , of Rs.^ 
lakh shall be given to "ten municipalites in the Districts for the purchase of .tractor/ 

trolly trucks for carrying on urban compost work in the State, 


Tragets and achievements are given below t 


Rural Compost 
Urban Compost 


(Tonnes ^ in ihousands) . 


1970^71 




197T72 


Target Achieve- 
ment 


Target 


Achieve- 

ment 


1972-73 


Target 


61,00 67,39 63,00 Data not 64,00 

yet com-' 

2,60 2,07 2,60 piled 2,65 


(Figures in thousands) 


Revised Estimates 
1971-72 


Plan 


Non- 

Pkm 


Total ' ' [Plan 


Budget ' Estimates 
■ 21972 - 73 -'^: 


"Non- 
"■ Plan 


Total 


9. Agricultural Information 
Service — Farmers Ediica- 
tioii and Training 


6,3! 


6 


6,37 14,08 


■■ 25,' 


14,33 


The break-up of expenditure under this programme is given below : 


Revised Estimates 
1971-72 


Budget Estimates 
.... ■ 1972-73 



( — 

Plan 

\.Non-'' 

'Flan: 

Total 

Plan 

Non- 

Flan 

,',■ ”SV'' 

Total 

Agricultural Information Service 

96 


: . : 96:: :- 

3,68 


3,68 

Farmers Training 

4,52 

6 

4.58 

8,09 

:25r:: 

8,34 

Education 

:: m : : 



2,31 

v’; • 

2,31 

Total 

6.31 

6 

, 6.37 

14.08 

25 

14,33 


/■84 ; 
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(Figures in thousands) 


■ , Re vised' Es timates 
, :i97i-72'::.: 

— 


Budget Estimates 
1972-73 

: ^ — --.A — ^ 


— — ^ 

Plan [ : Non- Total Plan Non- 
Plan Plan 


Total 


8. Fertilisers and Manures 


7,96 • 6,61 4,49 .11,10 


The break-up of expenditure under this programme is giv en below : 

Revised Estimates 
1971-72 


Budget Estimates 
1972-73 



Plan 

Non- Total 
Plan 

^ 

Plan 

Non- 

Plan 

Total 

Demonstration of fertilizers. Soil 
Conditioner, etc. 

60 

1,32 

1,92 

2,84 

1,29 

4,13 

Preparation and Distribution of 
town compost 

2,03 

3,10 

5,13 

2,03 

3,20 

5,21 

Soil Testing Laboratory 

91 

91 

1,74 


1,74 

Total 

3,54 

4,42 

7,96 

6,61 

4,49 

11,10 


Fertilizers 

Fertilizers are the key inputs in raising agricultural productivity. This is the most 
quick and effective source of raising production. The work of supply and distribution 
of fertilizers to the cultivators in the State is carried out through the Supply and 
Marketing Federation. Skeleton staff has been provided for reconciliation of the 
account of the scheme ‘Purchase and Distribution of Fertilizers' upto 31st March, 1967. 
One Chief Fertilizer Inspector alongwith skeleton supporting staff, is provided for the 
enforcement of Fertilizers Control Orders. . ' 

Fertilizers distribution programme is on the increase as indicated below : 

(Tonnes in thousand) 



1969-70 

'A' 

1970-71 

K 

1971-72 1972-73 


^ -A,- -..5^ 

Target Achieve- 
ment 

( 

Target Achieve- 
\,ment 

* Target Achieve- Target Achieve- 
ment ment 

{/) Nitrogenous 
20% 

7,34 

8,74 

11,00 .. 12,50 ... 

(fj) Phosphatic 

s:::':i6%/ 

1,31 

1,96 

3,60 ... 5,00 ... 

[Hi) Potassic60% . 


12 

44 ... 70 ... 


Fertihzers programme proviaes me lecnmcai kuuw-uuw auuui uic 
right amount and the right time for its application. The judicious use of fertilizers has 
created many problems about its economic use. Certain deficiencies of micro-nutrients 
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The main object of the Agricultural Information Wing of the Department is to 
furnish to the farmers the latest information regarding improved methods of scientific 
farming through various audio-visual media and also by publishing simple leaflets/pam- 
phlets/folders in differeni languages, viz., English, Punjabi and Hindi on various crops. 
Wide publicity is given to the various projects launched by the department to achieve 
the targets of increased agricultural production. Publicity meetings are arranged at Dis- 
trict, Block and Village levels. Training camps are organised twice a year before the 
beginning of Rabi and Kharif Seasons to equip the farmers with the latest techniques 
and scientific knowledge for maximising the agricultural production. Exhibitions and 
fairs are organised in the blocks. Cinema shows are also arranged in the Blocks by 
using prcjecling equipment and by conducting programme of State Information Unit 
and Public Relations Vans. Field trips are organised to National Development plots 
and other demonstration plots. 

Basic data about the agricultural situation in the districts is collected. The 
up-to-date figures regarding use of land, irrigation, area under crops sown, change 
in cropping pattern and agricultural data are also collected. The farm news and infor- 
mation regarding departmental activities and programmes are collected and passed 
on to the State Information Unit for use in the Press and for Radio. 

There are 7 Farmers Training Centres located at Amritsar, Jullundur, Gurdas- 
pur, Ludhiana, Ferozepur, Sangrur and Patiala. Necessary arrangements have been 
made at these centres for demonstration and education in the latest technique and 
know-how. The growers assemble off and on for discussion on various problems 
amongst themselves and with the experts of Agriculture Department and Punjab Agri- 
cultural University. 


(Figures in thousands) 



Revised £st mates 
197F72 

-A- 

Budget Jzstimates 

1972-73 

... K 


Plan 

Non- 

Plan 

Total 

Plan 

Non- 

Plan 

Total 

10. Agricultural Marketing 
and Warehousing 

7,27 

2,02 

9,29 

31,90 

2,36 

34,26 

The break-up under this activity is given below : | 


Revised Estimates 
197.M2 

, -..A- 

Budget Estimates 

1972-73 


Plan 

Non- 

Plan 

Total 

Plan 

Non- 

Plan 

Total 

Marketing Intelligence 
Programme 

Grading and Packing Centres 

Grading of foodgrains and 

Oil Seeds 

, Warehousing Corporation 

1,39 

88 

5,00 

2,02 

2,02 

1,39 

88 

5,00 

4,13 

2,62 

1,15 

24,00 

2,36 

6,49 

2,62 

1,15 

24,00 

Total 

7.27 

2,02 

9.29 

31.90 

2.36 

34,26 • 


Marketing is an important aspect of Agriciiiture* Market siir\cys are conducted 
to help the farmer to produce the variety which will give hiiiiiiiaxiiiiiini return. A bur- 
eau of market intelligence has to be built up regarding"' prices, demands, availability etc., 
so that it helps both the producer and the trader. With this objective a marketing wing 
is functioning under Director Marketing assisted by Joint Director Marketing 
and two Assistant Marketing Officers, The main function of the marketing section is 
to help the agriculturists to standardize and regulate the marketing charges to 
establish regulated markets, to find out more markets and to fix standards of quality. 

Market Intelligence Programme 

This programme is carried out at 13 centres r/r., Jullundur, Amritsar, Moga, 
Abohar, Bhatinda, Patiala, Khanna, Jagraon, Batala, Ludhiana, Kotkapura, Barnala 
and Chandigarh. The data such as prices, arrivals, despatches etc., of more than 20 
commodities depending upon the season is collected and a daily price bulletin is sent 
to All India Radio, Jiillimdiir for broadcast in the Rural .Programme. Weekly price 
trends for important commodities such as wheat, grarn, sarson and potato are prepa- 
red in local language and broadcast through the All India Radio on every Sunday. 

The information on weekly and monthly wholesale prices, arrivals eta, is collec- 
ted and published in weekly and monthly bulletins and circulated to various agencies 
and even outside the State to enlighten the producers, consumers and traders. 

Grading and Packing Centres 

Six Agmark Centres are established at Ludhiana, Jullundur, Amritsar, Moga, 
Abohar and Patiala. One Agmark laboratory has been established at Moga for extend- 
ing analysis facilities for the products requiring chemical tests. Two more labora- 
tories will be established soon at Amritsar and Ludhiana. 


The targets of the scheme for the year 1971-72 and achievements upto December, 
1971 and targets for 1972-73 are given in the table below : 


Serial Name of the Commoditv 

No. 

1971-72 

1972-73 

A, 

Targets 

Achieve- 
ment up to 
3N12-7I 



Target 

1. 

Eggs (in Nos.) 

20.00,000 

18,79,000 

20,00,000 

2. 

Grapes (in Kilogram) 

2,000 

3,370 

2,500 

3. 

Malta (in Nos.) 

4,00,000 

40,000 

2.00.000 

4. 

Vegetable Oil (in quintals) 

10,000 

20,290 

20,000 

5. 

Cotton (in bales) 

2,000 

1,156 

2,000 

6. 

Table Potatoes (in quintals) 

1,000 

160 

1,000 

7. 

Spices (in Kilogram) 

500 

1,445 

2,000 

8. 

Honey (in Kilogram) 

2.000 

3.066 

2 COO 
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Warehousing Corporation 

A sum of Rs. 5 lakh over 24 lakh has been provided for financing the Ware- 
housing Corporation to enable the Corporation to maintain storing capacity to meet 
the needs of the State/^ ^ ^ ^ ^ 

(Figures in thousands) 


Revised Es timates, 
1971-72 


Budget Estimates, 
1972-73 


11. Agricultural Statistics 


Flan 

X 

Non- 

Flan 

Total 

Plan 

A. 

Non- 

Plan 

Total 

4,28 

2,13 

6,41 

4,75 

2,23 

6,98 


In view of the planned programmes launched in the country to tone up the pace 
of development for raising the living standards of masses, reliable estimates of the 
production of crops are a vital necessity. The statistics indicate the relationship bet- 
ween input and output and are indispensable in framing internal and external policies. 
They are also useful to the growers, consumers and traders and gradually help in 
regulating prices. 

The following items of work are executed under this programme. 

Crop Estimates Survey 

For estimating the average yield and total production of major crops, i.e.. Wheat, 
Barley, Rice, Maize, Bajra, Gram, Cotton, Sugarcane, Groundnut and Rabi Oil Seeds, 
crop cutting experiments are planned and got conducted by the Agriculture Inspector 
of Agriculture Department and Girdawar, Kanungo of the Revenue Department. The ' 
results available from these experiments are used for estiamting the total production 
at the district level and the State as a whole. 

Crop cutting experiments are also planned in the development and package 
areas of sugarcane and groundnut. — 

Index Numbers and Growth Rates 

Indices of area production, productivity of crops and net area sown, cropping 
pattern, cropping intensity are also prepared. The growth rate of production area and 
productivity of Major Crops both linear and compound are also worked out. 

Sample Surveys and Forecast Reports 

The survey is also conducted for estimating the marketable surplus of important 
commodities. Forecast report of about 21 Crops are issued. 
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^ Ab/ A griciiltiirai University lias established at Ludhiana since 1962, where 
facilities for degree and post-graduate studies are available in various subjects of Agri- 
•ciiIture. BesideSs the. University, the Khalsa . College, Amritsar, also provides courses 
in Agriculture at graduate level. These institutions are given grant by the Government 
for research and running of agricultural, courses. Organizations like Farmers Forum, 
'Young. Farmers Association, are .also provided grants for educating the farmers in 
rural, areas. 


(Figures in thousands) 



Revised Estimates 
1971-72 

Budget Estimates 
1972-73 

A. 

Flan 

Non- 

Plan 

Total 

Plan 

Non- Total 

Plan 

13. Minor Irrigation 67,78 

3,34 

71,12 

2,28,17 

7,94 2,36,11 

The break-up of expenditure under this programme 

is given : 



Revised Estimates 
197D72 

■ ■ 

Budget Estimates 
1972-73 


Plan 

Non- 

Plan 

Total 

Plan 

Non- Total 

Plan 

Purchase of debentures State 
Land Mortgage Bank against 
special Agricultural Refinance 
Corporation Scheme 

50,00 


50,00 

74,00 

74,00 

Purchase of debentures normal 
loaning programme of Land 

. '„y^;.M,ortga.ge',Bank : / 




1,17,00 

... 1,17,00 

Subsidy for tubewells pumping 
sets and percolation wells ,. 

2,00 

... 

3,00 

3,00 

... 3,00 

;Otlier Grou.nd water scheiiies . 

15,78 

3.34 

19,12 

34,17 

7,94 42,11 

Total"" 

67,78 

3,34 

71,12 

2,28,17 

7,94 2,36,11 


At the time of re-organisation of the Punjab on ist November, 1966 the extent of 
major irrigation was 12.77 kkh hectares and minor irrigation by way of dug-wells pum- 
ping sets and Tiibewells was 9.93 lakh hectares. The percentage of irrigationjn'tha 
State on the net area basis was only 60 per cent. Since then no major improvement 
could be made in surface Irrigation and the only way left for increasing the agricultu- 
ral production was to develop assured irrigation from ground water potential, A 


quick survey was made for the annual recharge to the ground water potential and it was 
estimated that 3 lakh more tiibewells could be installed. With the iiiiplemcntalioii of 
Minor Irrigation Schemes in the State, the area under iii'inor irrigation wus increased 

as per table below : 

(Hectares in thousands) 



1969-70 

1970-71 

1971-72 

19727-3 

Net area under Minor Irrigation 

14,65 

15,86 

17,07 

18,32 


Debentures — For The installation of tiibewells credit facilities are ex'tended 
through the Land, Mortgage Bank, Coop.erative Banks, Commercial Bank and the Agri- 
cultural Refinance Corporation and Small Farmers Development Agency in d,istricts of 
Ferozepur, Amritsar, Sangrur and Patiala. A sum of Rs. 1 17 lakhs is proposed, to be 
spent during 1972-73 for the purchase of debentures of Land M,ortgage Bank under 
their normal loaning programme and Rs. 74 lakhs under Agricultural Refinance Cor- 
poration Programme. At the beginning of the 4th Five Year Plan there were 1 lakh 
tubewelis in the State. The achievement in the installation tubewells from ail sour- 
ces is given below : 


1969-70 

1970-11 

1971-12 
Anticipated 
■' Achievement 

1972-73 

Target 

5,22,80 

40,000 

40,000 

40,000 


Ground Water Schemes — > On the basis of findings and ad hoc surveys conducted 
by the Agriculture Department 3 ground winter zones have been demarcated as detailed 
below : 


Saline Zone ... South-Western part of State 

Alluvial Plains ... Central Zone comprising of the districts of 

Jullundur, Amritsar, Ludhiana, Kapurthala 
and parts of Patiala,. Sangrur and Giirdas- 
P'Lir ,DistrkTs. 

Mountaneous and siib- 

mountaneous Zone ... North-eastern part of the State. 


On account of uncertain ground water conditions in Saline Zone and areas of 
Alluvial Plains it is not possible to sink the tubewells. Trial Bores are, therefore, 
sunk to find out availability and suitability of ground water. Pump tests are con- 
ducted on successful Trial Bores when converted into tubewells. 

The work of sinking tubew'ells for the cultivators is undertaken on a fixed 
schedule of rates. Exploratory bores are sunk in those parts of the State where 
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tubewell irrigation is still not. popular. .The sites are selected in the lands of individual 
cultivators, Panchayats and, the Cooperative Societies of farmers. If a trial bore 
proves ^successful, ,the^ half "of the' total expenditure is recovered i,n cash before the 
conversion of the .bore into a tubcwell and the balance after one year. In case the trial 
bore proves unsuccessful the entire ' expenditure is borne by the Government. 
The progress, made is given below : 

{In thousands) 



Informational and 
Control Aspects 


A well designed and nieaningfiil information and reporting system is essential 
for managerial control. This is an important pre-requisite for performance budgeting 
which requires to be continually sustained through a feed-back machinery. In the 
absence of required data at the proper time, analysis and decision-making at every 
stage will be seriously handicapped affecting the utility of performance bud^g.ets as a 
tool for management. 

Three basic elements could be identified in the technique of performance budget- 
ing. They are— structural, analytical and informational. Though each of these elements 
is important by itself, the informational aspect is crucial, as adequate information 
appropriate to each level is essential to support the structural and analytical aspects 
of performance budgeting. Information is vital for budget formulation, implementa- 
tion, control and appraisal. It is also required for integrating time-cost-work schedules 
and for effecting the required amount of coordination among the organisations in 
charge of programmes and schemes. 

DEFECTS IN THE EXISTING SYSTEM 

A study of the reporting system in a number of departments and organisa- 
tions, at the Centre as well as the States, has revealed that information system 
is one of the weakest links in the chain of programme management. At present 
reporting involves avoidable paper work ail around. There is multiplicity of reports. 
A mass of details are sent up, through innumerable reports, to higher levels where 
no worthwhile action is ever taken or is possible. This is because most of the 
information is of no relevance to them. The reports have only historical value. 
They do not bring out the action that is required or how' things are going to 
shape in the future. The control aspect is generally lost sight of. There are often 
complaints from lower levels in the hierarchy that a sizable part of their time is 
taken away by endless reports. What is worse is that lower levels are called upon to 
furnish information on matters which are already in the knowledge of the higher levels. 
Unnecessary particulars are repeated in every report. There are cases where, the 
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lower levels are asked to, send /■'.nir reports, even though, , the iiifbmi.ation called for 
is not applicable, to them. A.bove all, the reports generally bring out the financial 
progress under ^ the usual budgetary,, heads and no co-re,lation is made with the phy- 
sical progress in most , cases, except , in respect of major projects and programmes- 
under the Plan. ■ ' , ■ 

It is obvious that management action is ,not poss,ible on the basis of such- 
reports, ^ Review, ,coiitrol and appraisal, should be an iii-biiilt feature to be done in 
regular intervals- , , This is the, crux of management and also performance budgeting, 
as a management, tool. ,;,Mucii could' be done internally by an organisation to improve 
theh repo itiiig systeiii to siiit' their, needs and ' resources^ 

■ ;, INFORMAT,IO,N' NEEDS---ELEMENTS IN THE SYSTEM 

An information and reporti,ng system is primarily designed to facilitate analysis 
of the progress of schemes and programmes against approved ti,me and cost schedules. 
In foi. Illation reciuireinents are, ,however, diflerent in diflerent stages. The inforxna-- 
tioia cycle , can be divided into four broad stages — objectives and policy formulation, 
detailed plan and budget formulation, implementation and control. As these stages 
are different in nature, the specific requirements of information for each stage arc 
also different. This has to be kept in view in devising the system. 

^ In any system of information reporting, there are five basic elements, each of 
which needs to be attended to and strengthened, if the management were to get the 
nil! advantage of a good information system. They are — inputs, processing and ana- 
lysis, storage, retrieval and output. There are various methods and techniques in 
the processing and analysis of incoming information, its proper storage, subsequent 
retrieval and ip passage to the higher levels. To begin with, simple and effective 
manual methods could be adopted. Depending on the size of the problems, the 
nature ot the organisation and the resources position, refined mechanical and elect- 
ronic devices could be introduced wherever necessary or feasible. It will be an 
advantage to set up Information Units or Data Centres at each level to do this- 
important job. 


(//) Information system should correspond to the needs of the organisational 
set up in each department. In other words, ihc system should be tailor- 
made for each organisation; 

(iii) Reporting should be such that decisions are possible on it and that there 
IS a two-directional flow of information. Lower levels of management can 
take decisions on issues only to the extent of their powers. Beyond this, 
decisions of higher officers are required. For this, reports should be so 
designed as to draw their pointed attention to these areas and to get a feed- 
back from them regarding their decisions so that corrective action could 
be initiated in time to set right cost overruns, slippages, etc. It is often 
seen that information flows from bottom to top, but decisions from the top 
are either not communicated or they are delayed; 

(/p) Reporting to higher levels should be based on the concept of ‘management 
by exception’. Under this approach, only criticalities are highlighted for 
action by higher management. Reports are made only in respect of items 
which do not progress according to schedule; 

(v) The reports should not only reveal past happenings but also be predictive 
and forward looking in nature. The reports should highlight problems, 
present as well as anticipated, so that attention of those concerned is 
‘alerted’ and corrective action called for; 

(vi) There snould be uniformity and consistency and all terms should be well- 
defined and understood; 

(vii) A system of reporting needs an independent data base to process and 
supply the information in a meaningful manner; and 

(viii) In the case of projects and works, where, ‘net-work’ technique (PERT/ 
CPM) is in operation, reports developed should be part of the ‘network’ — 
based management control system. Such management information reports 
facilitate periodical review and appraisal and prompt action, in regard to 
critical activities. 


IMPORTANT CHARACTERISTICS 

X ,, system for an organisation has to be designed having regard 

to the nature and complexities of the activities involved and the coordination needed 
It should, however, be as simple and effective as possible. Information that is 
generated and passed on to higher levels should be quantitatively just adequate and 
quaiitatively relevant. As the level goes up, quantity should be less whereas quality 
should improve. Enough literature on the requirements and characteristics of a 
proper information and reporting system is available in the country. Any good book 
could be relerred to for a detailed discussion on the subject. 

Broadly speaking, the following are some of the important points to be kept in 
view in developing u sound information and reporting system : " 

(0 Timeliness and accuracy should be ensured. The.se two are somewhat 
oppof ng m nature, but an optimum balance should be struck so as not to 
sacrifice one at the expense of the other ; 


ACTION REQUIRED 

In the context of Performance Budgeting, each organisation should give a 
thorough look into the existing reports, their frequencies "and the adequacy of the 
data that is generated. For this purpose, a group of officials including Finance/Accoimts 
Officers, should meet as often as necessary and lay clown the specific requirements 
of management at each level. Difi'erent formats for reporting should also be evolved 
and prescribed after due consideration, having regard to the functions and powers 
at each level. Data centres should be created in each organisation where information 
should be received, analysed, stored and made available to the appropriate persons 
whenever required. No report to any level should contain more than the required 
information. The reports should bring out, in regular intervals, the financial and 
physical progress of each programme/activity/scheme. Their periodicity could be 
determined only by the organisation. Informaticn should be gathered along the 
activity classification followed in the performance budgets. For purposes of appro- 
priation and fund control, reports should also bring out The progress of the e.Kpenditiire 
.against allotted amounts under each unit of appropriation. In all these reports, it 
may be emphasised, the extent of details should be with reference to the level 
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CQiicerned. - to .this Chapter, , simple formats of reporting for use in 

Government Departments has / been These need to be elaborated or 

adapted to ^ suit individual conditions* ■ No reporting format can , be prescribed for 
general application.:. -Tlie formats have to be evolved and designed' for each individual 
organisation internally. 


In the ma.tte,F ■ of presentation ,of the' reports also, no uniform principiesxan be 
laid down. To start with, the reports could be in the usual tabular form supported 
by explanatory statements. ■ Refinements co'uld be thought of by and by as experience 
is gained. Graphs and charts .could be used for greater eifect in due course. The 
attempt should be to make the reports shorter and, to the point so that attention is 
focussed on important and ■ critical aspects. If the reports are lengthy statements, 
this objective will not be achieved. It is entirely up to the orga.nisation to take 
steps .ill this regard. 

: :v Prompt follow ■ up action on the basis of the review and appraisal to be made 
Teriodically ' is an essential feature of performance budgeting, ' To the extent this is^ 
not possible nov/ owing to, inadequacies' of data or mditfereiit. reporting, the utility 
of performance budgeting as an operational tool to management will be greatly 
reduced. " In the case of major projects and WQ:rks, planning, scheduling and imple- 
mentation will be greatly faeiiitated' by the application of network techniques 
(PERT/CPM). When' the network technique is in operation, the progress reports 
are specially designed to bring out the critical activities.*^ 



^For a network: oriented reporting system, please see page 20 and Annexiire IV at pages 54-6 
H Performance Budgeting in the Central Public Works Departmenf Indian Institut 

^ March 1972. See also the Bibliography given at the end for reference bool< 

on 1 eK i /CrM. 
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D. NARRATIVE REPORT 

Ministry Programme/Activily Report Period— Quarter ending 

Report Date — 

Ref. to Report — 

Highlights : Important Aspects 

Variances : ® Reasons for Major Variances 

® Current or Potential Problems 
® Impact of Problems on ; 
m Immediate Performance 

. # Long-Term Impact on Total Programme/Activity 

Corrective Action ® Corrective Action Underway 

® Recommendations for Further Action at High Levels 

Outlook ® Outlook for Accomplishing Major Targets , ' and Comparison 

with Preceding Outlook 


7 

Performance Budgets for 
Capital Projects 


In the preceding chapters, some aspects in the preparation of performance, 
budgets of operating departments were discussed and illustrated. They dealt with 
the evolving of a programme and activity classification, their costs, appropriate 
accounting structure and the development of workload factors in order to evaluate 
actual performance in relation to objectives set and targets laid down. They did 
not specifically cover the requirements of capital projects. In this chapter the 
discussion will be devoted to a consideration of the special features in the preparation 
and use of performance budgets of capital projects. The capital projects, which 
have a gestation period, are dilferent from a current programme or activity, which 
usually runs for a year or so and which are mainly financed out of revenue budgets. 
Though the main objective of a performance budget, whether for an operating 
department or for a capital project, is by and large, the same, v/r., relating expen- 
diture provision or outlay to services to be rendered or work proposed, there are 
certain important issues that require to be kept in view in considering performance 
budgets for capital projects. The emphasis, scope and the nature of details to be 
covered in the performance budgets of capital projects are somewhat dilferent from 
those of operating departments. 

LOANS, GRANTS AND INVESTMENTS 

In addition to the direct outlay incurred on various capital projects like 
irrigation, powder, buildings and other public works, a sizable portion in the capital 
budget is by way of loans, grants and investments. Bulk provisions are made 
towards loans and grants to various State Governments, Union Territories, private 
organisations, etc. Similarly, loans are advanced to public sector undertakings and 
money invested in their share capital. There are obvious limitations, in attempting 
a performance analysis of such transactions in the performance budget of Govern- 
ment, as the actual performance will not be available at the giving end except to 
the extent obligations have been laid dowm in the terms and conditions. Therefore, 
though suitable write-up could be given about the purposes and objectives for which 
money has been advanced or invested, it is not always possible to have a performance 
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analysis of such transactions. In such cases, loans and grants or investments are to 
be kept as separate entities in the activity classification and suitably explained as 
best as possible. Where, however, the objective or purpose of a loan or grant is 
known, it should be shown as a distinct item under the relevant programme or 
activity representing that purpose and treated distinctly from other direct expenditure. 
Depending on availability of data, their performance could also be brought out. 

In the case of loans to and investments in public sector undertakings, though a 
suitable write-up could be added about the purpose for which they are given together 
with a general picture of their working results, it is obvious that a comprehensive 
performance budget of these undertakings cannot be incorporated in the performance 
budget of the Government. Apart from the specific conditions attached, the re- 
quirements of the relevant statute setting up the undertaking or the provisions of 
the Companies Act will have to be taken into account. Moreover, broad questions 
of autonomy of the undertakings will also come up, if their overall performance 
budgets are to be incorporated in government budget for presentation to the Parlia- 
ment/State Legislatures. At least, their capital requirements could be presented with 
a performance analysis as, even today, these are required to be submitted to Govern- 
ment whenever they come up for loans or additional share capital. Their revenue 
and other budgets are not required to be submitted. A performance budget of an 
undertaking is a comprehensive one including not only capital but also revenue, cash, 
materials, overhead and other budgets. While such a comprehensive performance 
budget is no doubt desirable for these public undertakings, they have to be, of 
necessity, internal documents for management use. All that can be done by way of 
pertinent information about the performance of public sector undertakings is to 
improve upon the ‘programme-cum-performance statements' that are at present 
added in the Notes on Important Schemes supplemented to the general budget and 
to incorporate them in the performance budgets of the concerned ministry/depart- 
ment while explaining the loans and investments. This is different and distinct from 
a comprehensive performance budget to be prepared internally for management use. 

The various budgets that are currently being prepared in the public sector 
undertakings, their use and limitations, the need for an integrated and comprehensive 
budget within the framework of a management accounting system and the connected 
issues are proposed to be dealt with in detail in a separate volume. Therefore, a 
discussion on performance budgets of capital projects in this chapter is confined 
only to the direct outlay on various construction and other asset building activities. 


PROJECT MANAGEMENT 


The performance approach to budgeting of a capital project assumes that the 



project has been selected after a careful analysis of the cost-benefit aspects and the 
application of other related investment criteria. Issues such as what project to 
construct, where to construct, when to construct, how to construct, how much to 
construct in a given period, etc. are very relevant before going ahead with a project. 
After a decision has been taken on these issues, a project needs to be implemented 
and controlled within a pre-determined time and cost schedule. The management 
planning and control system for a project should embrace feasibility reports, 
detailed project reports, detailed estimates, proper financial and work plans, assess- 
ment of immediate and future needs in terms of men, material and other resources 
and review and appraisal of work in progress on the basis of a performance budget 
supported by meaningful and timely reports on performance. 


104 


PERFORMANCE BUDGETING IN GOVERNMENT 


Management today has a number of planning and analytical tools to aid them 
in project formulation and implementation. Particular mention may be made here 
of project planning and scheduling techniques such as PERT* and CPM* which go 
by the name ‘Network Techniques’. These enable a rational and scientific way of 
planning and controlling any project. Network analysis gives a graphic represen- 
tation of a project plan by a schematic diagram or network that depicts the various 
component parts and activities of the projects arranged systematically m a logical 
sequence of their occurrence, showing clearly their inter-dependencies and relation- 
ships. Network technique helps management to identify well in advance the critical 
or problems areas and to take timely corrective action. A network with the time 
factor added to it gives the precise work plan for action. The PERT based reporting 
system enables a watch over the progress for control.* 


BUDGET IN RELATION TO FINANCIAL AND WORK PLAN 

Before a performance budget for a project is attempted, it is, therefore, 
necessary to have a good management system integrating planning, programming, 
budgeting and reporting. For every project, a detailed project report should have 
been prepared after having gone into the economic and technical feasibilities, cost- 
benefit analysis, etc. When this is done, the detailed estimates should be analysed 
and a work-breakdown structure evolved. This would constitute the activity classi- 
fication for the project. The networks would represent the work plan for the 
project as a whole by major milestones as also by individual activities or sub-acti- 
vities. From these networks, the quantum of work to be done in each year or any 
given period will be known. When the resources required to complete a given job 
in a given period are computed, one can have a time and cost schedule which could 
be depicted to a time scale in the form of a bar chart. The bar chart will show the 
schedule of expenditure over the period of construction and for each year (or any 
shorter period, if desired.) This will form the basis of budget provisions for the project. 

CONTROL SCHEDULE 

In respect of all projects under construction, it is necessary to have a Control 
Schedule indicating tlie major activities or milestones in the project, total sanctioned 
cost, cost anticipated, date of commencement of each activity, target date for comple- 
tion, expenditure incurred so far against what was planned, corresponding physical 
progress against what was planned, expenditure proposed during the budget 
year, physical progress anticipated in the budget year, delays in completion, variances 
in expenditure and physical achievements, reasons for delays and variance, projected 
date for completion, future financial commitments, etc. Such control schedules 
should be prepared as part of the performance budget of every major project, to 
start with, if not for all. These control schedules are the key stones of the perfor- 
mance budgeting system for a capital project. It is, however, very important to 
evolve a good reporting system on the basis of these schedules so that implementation 
is controlled at higher levels. Without reporting to aid review and appraisal, a 
performance budget by itself w'ill be of no significant use to management. The 
format of such a control schedule in respect of some Public Health Works is illu- 
strated at the end of this chapter. 

*Programme Evaluation and Review Technique and Critical Path Method. Useful books on the 
subject are given in the Bibliography at the end. 


ILLUSTRATION 

CONTROL SCHEDULE ANITATION SCHEMES (PWD-PUBLIC HEALTH) 


Serial 

No. 

Name of Work 

get physical 
,|ress to end 
: 1971-72 

lal Revised 

Actual 
physical 
progress ' 
likely' to 
end of 
1971-72 

Reasons of 
variation 

Budget 
; provision 
'. for 

: 1972-73:, 

(1) 

(2) 

2) (13) 

(14) 

(15) 

(16) 


vvacvi emu. 

werage Scheme in Industrial Es-O0% 
tate (^Focai Points) at Rajpura 
1st Phase 00% 


1C0% 100% 
100 % 100 % 


progress ■ 

: to, .end 

, ^ ,of: . 

1972-73 
(17) (ISi 


The scope of work' 
has increased and 
as such there 
is likely delay of 
3 months in com- 
pletion of works 


1 , 00,000 100 % 


2 Providing Public Health Service^0% 
Focal Point Dhandari Kalan isl00% 
Phase 

30 % 

) 0 % 


100 % 100 % 
100 % 100 % 


The delay of 5 
months in com- 
pletion of scheme 
is due to non- 
availability of 
bricks 


3,00,000 100% 


60% 60% 60% 
75% 75% 75% 

3 Providing Public Health ServicesOO% 100% 100% 
in Focal Point Dhandari Kalan)0% 100% 100% 

) 0 % 100 % 100 % 
) 0 % 100 % 100 % 


4 Providing Public Health ServiceS0% 50% 
Industrial, Growth Focal Point5% 15% 
Illrd Phase Dhandari Kalan 

<5% 25% 

0% 50% 

5 Providing Water Supply ando% 100% 
Sewerage Scheme in Industrial 
Growth Mohali 1st Phase 


3,00,000 100% 


100 % 

100 % 

S. 00, 000 100% 
75% 


6 Providing Water Supply and Se- 0% 100% 100% 
werage Scheme in Industrial 
Growth Mohali 2ad Phase 


v Providing Storm Water Drain- i 
age Focal Point at Mohali 1st o% 
and 2nd phase 


8,14,132 100% 




Remarks 





(9) 

(10) 

(11) 

(12) 

(13) (14) 

(15) 

(16) 

(17) (18) i 

),ooo' 

3,0(1,000 

3,00,000 

,.v3,OD,000: , 

7 30% 

30% 30% 


5,58,664 

100% 

),000 

';12,30,000'' 

12,30,000 

i3,S0,,000';.. 

98% 

98% 98% 

— 

' 1,000 

100% 

.,000 

12,23,000 

12, 23', 000 

13,23,000 

98% 

98% 98% 

— 

1,000 

100% 

),000 

13,00,000 

13,00,000 

13,00,000 

10% 

70% 70% 


6,54,048 

100% ’ 

i 

" 1 

^000 

5,00,000 

5,00,000 

5,00,000 

15% 

15% 15% 

■ — 

22,73,900 

100?(, 

,000 

3,40,000 

3,40,000 

9,74,000 

(i) 100% 

(ii) 100% 

100% 100% 

100% 100% 


— ■ ' 

1 

i 



(iv) 100% 100% 100% 

(i) 100% 100% 100% Work of provi- 

ding House 
(n) 25% 25% 25% connection to 

iii) 90% 90% 90% various resi- 

(iv) 60% 60% 60% dential plots 

(v) 90% 90% 90% will be done as 

soon as the 
houses are 
constructed 

47% 47% 47% 
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It may be mentioned in this connection that the type and extent of detail in 
the performance budget of a project depend on the level for which such a budget is 
prepared. As the level goes up, the budget would be broader. Therefore, in the 
summary budget for use of Government or Legislature, the break-up into activities 
and their write-up, as also the content of the control schedule, would be only in 
broad terms. The appended illustration is indicative of the broad information for 
top level control. 

An integrated performance budget for a typical capital project is also illustrated 
in the Annexurc' to, this chapter. The general features therein and the details given' 
could be suitably adapted to a given situation and level. 


ANNEXURES 

PERFORiyiAMCE BUDGET FOR A CAPITAL PROJECT-AR ILLUSTRATIOi^ 

A Case Study in respect of a Capital Project whose performance budget was 
attempted by the training participants in a Course on Performance Budgeting con- 
ducted by the Indian Institute of Public Administration at Madras, is enclosed. 
This involved use of network technique for time and cost phasing. 

The Project relates to the Tamil Nadu Housing Board. They are, however, 
not responsible for the facts and figures assumed or taken for purposes of this study. 

The exercise was done in 3 days’ time and, therefore, is not complete in ail 
details. It indicates the approach and the use of planning and scheduling technique 
in budgeting for a project. 



NETWORK BASED PERFORMANCE BUDGETING FOR KORATTUR 
NEIGHBOURHOOD SCHEME-PHASE I 

INTRODUCTION 

The Korattur Neighbourhood Scheme is one of the important schemes under- 
taken by the Tamil Nadu Housing Board for easing the housing shortage in the 
city of Madras. The scheme proper is located near Ambattur Industrial Estate about 
13 kms. from the city of Madras (about 3 kms. outside the city limits) along the 
Madras Thiruvalluvar Road. It is connected with Madras city by frequent bus and 
train services. 

In view of its proximity to the city and in view of its central location with 
reference to the major industrial activities in Ambattur, the development of this 
scheme will go a long way in solving the acute shortage of housing problems in the 
city. 

DETAILS OF THE SCHEME 

Under this scheme, 59.28 hectares of land have been acquired and developed 
by giving essential amenities like roads, parks, water supply, drainage, street lights, 
schools, shopping centres, comrpunity hall, etc. It is proposed to develop 1,160 
residential plots for the different strata of society like Low Income Group, Middle 
Income Group and Economically Weaker Sections. Of these, 642 plots are proposed 
to be sold either on outright sale basis or on hire purchase basis and the remaining 
518 plots are reserved for construction of quarters for Low Income Group, Middle 
Income Group and Economically Weaker Sections of the community as detailed 
below: 

1. Economically Weaker Sections 136 Units 

2. Low Income Group 365 „ 

3. Middle Income Group 300 ,, 

Total 801 

In addition, it is proposed to construct 60 shops and one Community Centre 
to cater to the needs of the residents in that scheme. The intention is that the scheme 
should be an ideal and self-contained one in the vicinity of Madras. 


The total cost of the project is of the order of Rs. 225.60 lakhs as per details | 

below::- ; ^ -.v' -i 

(jRj. in lakhs) i 

Development of Land 76.46 

Construction of Residential Buildings 141.14 

Construction of Shops and Community j 

: Centre- 8.00 ■ 4 



Total 
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The year-wise break-up details, both physical and financial, have been indicated 
in the performance budget (Annexure I-D). 


PROGRAMME OF EXECUTION 

The development works were taken up in August 1970 and they are expected 
to be completed in all respects by the end of 1973-74. The construction works have 
commenced in 1971-72 and they are also expected to be completed in all respects in 
about 3 years. 


FINANCIAL POSITION 

This project is proposed to be executed through loans obtained from the 
Housing & Urban Development Corporation Limited, New Delhi under the 
‘Revolving Fund’ Scheme. The Housing & Urban Development Corporation will 
be releasing financial assistance at the beginning of every financial year depending 
upon the programme of execution for that particular year. The receipts realised 
by way of outright sale of houses, plots, flats as well as hire purchase instalments 
thereof will be utilised for the repayment of the amounts of loan together with the 
interest, at the end of each year in annual instalments depending upon the amount of 
receipts realised in that year. 

TIME SCHEDULE 

The whole scheme is proposed to be executed over a period of 4 years which 
would include land acquisition and development, construction of quarters under diffe- 
rent categories and provision of ancilliary facilities. 

OBJECTIVE OF WORKSHOP STUDY 

Instead of preparing an ad hoc schedule and budget based on such a schedule, 
it is proposed to apply the Network Technique (PERT/CPM) for evolving realistic 
schedules and cost estimates in a more rational way, and prepare a performance 
budget for the entire scheme. 

The workshop study, therefore, involves the preparation of the following : 

1. Development of a work Breakdown Structure for the entire project; 

2. Development of a Master Control Network for the entire project, based on 
the Work Breakdown; 

3. Preparation of a Bar Chart showing the time-cost schedule, based on the 
Master Control Network; 

4. Preparation of a Performance Budget for the scheme based on the Bar 
Chart; 

5. Evolving a Performance Control Schedule. 
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The above items are discussed below : 

Development of Work Breakdown Structure : The entire project has been 
conveniently divided into three major constituents, i.e., land acquisition, land 
development and construction. These major constituents were, in-turn, subdivided 
into their functional components. Care has been taken to include all the items 
of works forming part of the project so that this Work Breakdown Structure will 
form the basic document for constructing net-works and for evolving a rational 
schedule. Such a Work Breakdown Structure developed for the project is at 
Annexure 1-A. 

Development of Master Control Network for the Entire Project : Based on 
the Work Breakdown Structure, a Master Control Network was prepared which 
included all the major components, etc., as shown in the Work Breakdown Structure. 
The objectives of developing the Master Network for the entire project were : that 
it included all the works forming part of this project, without any omission : it showed 
at a glance all the functional areas of this scheme at one place, it determined the 
project duration and highlighted the potential problems of the project and provided a 
basic document for all further planning and control of the project. A Master Control 
Network so developed for the Scheme is at Annexure I-B. 

Bar Chart {Time-Cost Schedule) : Alf the work-packages included in the 
Master Control Network against each major item were taken and were drawn to 
time scale, in the form of a Bar Chart. The Bar Chart so drawn showed the com- 
mencement and the completion dates in respect of each work package. These dates 
were derived from the earliest and the latest Event Times as indicated in the Master 
Control Network. Thus, the time-schedule prepared this way was based on a rational 
method and not on ad hoc assumptions. 

The Bar Chart was then divided into ihe financial years to identify the quantum 
of work involved against each item in respect of each financial year. Thereafter for 
executing the works under each year, costs were added. The summation of the costs 
vertically, in respect of each year was made, to obtain the estimated costs for each 
financial year and also the total project/cost. Obviously, these cost figures constituted 
the year- wise budget for the whole scheme, commencing from August, 1970 and 
spreading over for a period of about four years. The Bar Chart is shown in Annexure 
I-C. 

Performance Budget-. Based on the data contained in the Bar Chart, a 
Performance Budget for the whole scheme was prepared. This performance budget 
indicated the budget for the current year as well as the budget figures for the future 
years, upto the completion date of the project. In addition to the budget figures in 
respect of each year, the percentages of progress to be achieved against each year 
in physical terms, have also been worked out giving certain weightages for the work, 
to be executed. The Performance Budget proforma also included the percentage of 
physical progress to be achieved in each year. A correlation was therefore, obtained 
between the financial requirement for each year and the corresponding physical pro- 
gress. This Performance Budget, therefore, became a time-cost schedule for the entire 
project. The Performance Budget so prepared for the scheme is at Annexure I-D. 

Performance Control Schedule : A proforma has been evolved for Performance 
Control and is shown at Annexure I-E. This showed the original total estimated cost 
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for each component as derived fron the Bar Chart and the corresponding physical 
progress to be achieved in terms of percentage of the entire project. It indicated the 
budget cost and the corresponding physical achievement for the current year. In 
order to compare these planned costs and physical progress with the corresponding 
achievement, the actual expenditure during the current financial year and the actual 
physical progress achieved during the year are expected to be shown in this state- 
ment, through a reporting system, based on the Network Technique. By comparing 
the estimated costs and performances with the actuals, the corresponding variances 
can be found out for the current year and recorded in the relevant columns of the 
proforma. i 

! 

As the Network facilitates assessment of the time-schedule for the works to be 
performed during the next financial year and the corresponding physical progress, these 
can be assessed and included in the statement. Another significant advantage of ap- 
plying the Network Technique to evolve Performance Budget is that it is possible to 
project in the Network tb obtain the revised total cost and the revised total project 
schedule and their variances. These can be assessed on every progress review date and 
recorded in the relevant columns wherever cost overruns and schedule slippages occur. 
By taking timely corrective action, it is possible to have efifective control over time 
and cost to achieve the tijne and cost objectives of the project. 


CONCLUSION 

Notwithstanding the advantages that could be derived by using the Network 
technique for planning land scheduling of thej works of this project, benefit will be 
(ftived only by taking timely corrective action !on every progress review date, based 
0 % the actual progress made. It needs updating of the Networks, periodically, on 
every review date, identifying the critical path periodically and preparing revised 
schedules and cost estimates, which exercise has to be carried out throughout the 
entire construction period. Therefore, in addition to evolving a performance budget, 
vigorous follow-up action is an essential factor that should be carried out to achieve 
the desired results. 



ANNEXURBI-B 
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It was the Hoover Commission that officially coined a new term, "performance 
budget', for the first time, when they recommended that ""the whole budgetary 
concept of the Federal Government (U. S. A.) should be refashioned by the adoption 
of a budget based on functions, activities and projects: this we designate a "perfor- 
mance budget’.’'^ The subsequent budgetary reforms in the U.S. A. and elsewhere 
under the label "performance budgeting’, however, had their antecedents in budget 
practices dating back for many years in some of the federal departments, local and 
city administrations in the U.S. A. The earlier developments in federal, state and 
local budgeting, particularly in the Navy Department and later in the Department 
of Defence, seem to have influenced the thinking of the Hoover Commission. Some 
of the characteristics of the technique of performance budgeting were discernible in 
what used to be practised under such terms as ‘cost-data’ budgets, "project’ budgets 
and "programme’ budgets by some state and local Governments in the U. S. A. 
Nevertheless, the Hoover Commission gave the first major stimulus for advances 
towards more rational budget systems.^ 

The concept of performance budgeting with its emphasis on a budget classifi- 
cation in terms of what the Government does rather than what the Government 
buys, with the shift in the importance from the means of accomplishment 
to the accomplishment itself and with its primary focus on programmes, 
activities and projects, their costs and quantitative data establishing a relationship 
between financial outlays and physical achievements, had an immediate impact on 
many countries, particularly those having economic development plans. As pointed 
out by the Hoover Commission, ""the all important thing in budgeting is the work 
or the service to be accomplished and what that work or service will cost”. In 


I iThe Commission on the Organisation of the Executive Branch of the Government (Chairman : 

Herbert Hoover), Budgeting and Accounting, Washington, 1949. 

i 2jesse Burkhead, ‘Government Bud,?eting% John Wiley and Sons, New York, 1956, pp. 133-139* 
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ft :« ji financial and work plan with the financial and physical aspects of every 
essence, it is a financial to estab shing a meaningful 

?,™rtteCo'Sr^ th, concept was undo.bte^ 

the ”>"“8“?' “P'f* J'l SionaT object or line-item classification, 

what results. 

DEVELOPMENTS IN INDIA 

nntdde the U S A., one of the first countries to adopt performance bud- 
.. ptfiinnines It did not take long before the concept had its echo in India 

So""S of ffe earlier developments was a recommendation in the 20th Report^ 
5 the Stimates SLmittee of the second Lok Sabha that “performance budgeting 
tihould be the goal which should be reached gradually and by progiessiye stages ... 
?he ComSee h^d recommended (paras 25-26 of the Report) that industrial 

nndertakinss should prepare performance-cum -programme statenients as also busi- 
n^s tife budget These recommendations were reiterated in the Committee’s 60thJ 
and 73rd Reports ® Though these recommendations were noted by the Government 
India t?ere was no real progress until 1965 when a small unit in the Planning 

Sramission undertook pioneering case studies with a view to considering the adapt- 
abilitv of the technique of performance budgeting in India. It is significant to note 

that these studies were undertaken to find out the feasibility of the technique under 

ronditions and institutional fremework in India. This was done out of the realisation 
S Xt^fSg done elsewhere cannot be transplanted without studying the 
sVructme and facSes o Later, the Working Group on Performance 

RuTaeting set up by the Study Team on Financial Administratioii of the Adminis- 
^otivp Rpfnrms Commission appoined by the Government of India made detailed 
studies and submitted a Report on the feasibility of the Introduction of performance 
budgeting in India. The Administrative Reforms Commission endorsed the Report 
S the Working Group and recommended that the Departments mid Organisations 
which are in direct charge of development programmes, both at the Centre and in the 
States should introduce performance budgeting. They also outlined the_ approach 
and the format.® The acceptance by the Government of India of this major recom- 
mendation was a milestone in the budgetary history of the country. 

320th Report of the Estimates Committee, 1957-58 (2nd Lok Sabha) on Budgetary Reforms, 

New Delhi, Lok Sabha Secretariat, 1959, paras 21-22, p. 12. ■ 

■* 60 thReportoftbeEstimatesCommittee. 1958-59 (2nd Lok Sabha) on 

TMewDelhi, Lok Sabha Secretariat, 1959, Chapter IV, Items 11, 13 and 14, pp. 34, 35 ana 4/. 

573rd Report of the Estimates Committee, 1959-60 .(2nd Lok Sabha) on P/fZfJfnptuam!n 
Estimates of Public Undertakings and Presentation of their Annua! Reports and Accounts to Parliament, 
New Delhi, Lok Sabha Secretariat, 1969, Chapter II, Paras 3 6c 4, pp. 3 & 4. ^ 

«Reoort of the Working Group on Performance Budgeting contained as ‘Accompanyment B 
in the Report of the Administrative Reforms Commission’s Study Team on Financial Adrninistratim, 
New Ddhf Manairof^ of India. 1967 and Administrative Reforms Com- 

mission’s Report on Finance, Accountsand Audit, New Delhi, Manager of Publications, Governmen 
of India, 1968. 
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Today, in India, performance budget documents of a number of departments 
and organisations are being prepared not only by the Central Government but also by 
some State Governments as well. (See Annexure to Chapter 9). Commencing from 
1968-69, more and more organisations are being added every year . These perform- 
ance budgets are now being presented to the Parliament and State Legislatures as 
post-budget supplementary documents, pending the required accounting; support 
and other necessary changes in the financial nanagement practices. 

PERSPECTIVE 

From the point of view of an ideal performance budget, either as a document 
of utility to Parliament/State Legislatures for review and control, or as a means by 
which the management could watch the implementation and progress of the several 
programmes and projects, the attempts made so far leave much to be desired. Very 
often doubts have been raised as to the very purpose in preparing these performance 
budgets, which, to many, appear nothing more than a re-arrangement of data ap- 
pearing elsewhere. “Old wine in new bottle” is one of the usual criticism made. 
Though there is some point in what they say, the sweeping criticism is on account of 
a lack of understanding of the evolutionary nature of the technique and the inevitable 
limitations during the intitial stages. Apart from the need for educating and training 
the officers at various levels, the three basic inter-related considerations in the intro- 
duction of the technique cannot be brought into full play in a short span of time. 
Though a meaningful classification structure in terms of programmes, activities and 
projects with reterence to the objectives could be drawn up for each department or 
organisation with relative ease, the real difficulty arises in trying to evolve suitable 
units of work measurement and in developing appropriate methods for the 
physical measurement of work. Data generation takes time; so also the 
developments of suitable norms and standatds. Physical measurement of work or 
services may pose problems, as not all governmental activities are susceptible of 
quantification in a meaningful manner. The changes in the financial management 
system and practices, particularly in the field of accounting and reporting, are also 
bound to take time. 

Though a modest beginning has been made to improve the quality of some of 
the performance budgets, much remains to be done in appreciating the technique as 
a control tool in the hands of management, in developing more useful performance 
budgets that will inter-relate financial and physical plans and in making them real 
operational documents for control appropriate to each level of management. There 
is no follow-up action at all to ensure that things are happening as planned and 
indicated in the performance budgets. Reporting is generally ineffective. Unless 
these are recognised and steps taken systematically, the supplementary exercise now 
being done will be of no avail. 



ACCOUNTING TEAM 

One important and positive step taken by the Government of India needs 
special mention here. A Team of senior officers was appointed in March 1969 to go 
into the accounting and connected matters that have a vital bearing on the success 
of performance budgeting. The recommendations of the A.R.C. in this regard 
have been referred to this Team for suggesting the necessary changes. One of their 
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tasks is .0 smamline ^ 

rSinI 

projects sina progidiH u, ^ proper classification structure, it should 

beTelativelv easier to move forward gradually towards work measurement, until 

s r br.ra'b- 

benefits of performance budgeting as an aid in managerial pertormanc . 

PROGRAMME AND PERFORMANCE BUDGETING 
Tt is necessary at this stage to be clear about what we in India mean by per- 
formal todgetingL SSioSThS wai 

STae'ss 
C?SjTr=aftfem V*r,SS» 

Ld work measurement techniques at lower levels for manageiial control J^ea i g 
tbh Xs subject the Manual points out that • a useful distinction might be 
^ade towe^? programme budgeting and performance budgeting. In programme 
budgeting the principal emphasis is on a budget classification in which functions, 
nrSrammes and their subdivisions are established for each agency, and these are 
related to accurate and meaningful financial data. Performance J . 

the development of more refined management tools, such as units cost, 
work^ meaLrement and performance standards. Of course the 
of work both in a physical and financial sense, presumes an already formulated set 
^f work mits which can be derived only when programmes and their 
subdivSons are first established. In this sense, performance budgeting is an all-in- 
/.incivi* ponceot embodying programme formulation as well as measurement of the 
performance work in the accomplishment of programme aSor- 

?een that though a distinction is made between a progr^me 

mXe budget yet for all purposes, the technique of Performance Budgeting, so 
forSullY expounded in the Manual, really embraces the broad classification aspects 
for higher IctcIs and the detailed performance unit break up for measurement at 
lower levels. In India too, the term performance budgeting has been accepted as an 

all-inclusive concept in the above sense. 

" for Programme and Performance Budgeting, United Nations, Department of Eco- 

nomic and Social Affairs, New York, 1965, p. 3. 
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In the initial stages of the development of performance budgeting in the 19503, 
the term programme budget had a different connotation from what it has acquired 
today. Jesse Burkhead has nicely brought out the distinction as understood then* 
There was a tendency during that period to make programme budget and performance 
budget synonymous terms, though the scope of each was considered different, if 
■viewed independently. According to. Burkhead, a programme budget might stop 
with broad programme costs and it need not be extended to or built on performance 
units. A programme budget, according to him, serves a different purpose than a 
performance budget. ^‘A programme budget is useful for review and decision 
making at and above the departmental level. It is adapted to the requirements of 
overall budgetary planning — to Central budget office review, review by the chief 
executive and by the legislature. The performance budget may also provide useful 
information for review, but in addition, it must serve management purposes at and 
below the departmental level. Performance classification and analysis seek to 
measure the cost and accomplishment of detailed activities, and by so doing, improve 
the implementation of programmes.”^ 

The Working Group on Performance Budgeting had borne in mind these 
distinctions between a programme budget and a performance budget while recommen- 
ding the introduction of performance budgeting in India. As mentioned earlier, 
this term has been used throughout their Report to mean a programme and 
performance budget and it is in this sense the technique is being developed in India 
today. 


SCOPE OF PERFORMANCE BUDGETING 

There is also another area of confusion. It is often suggested that cost- 
benefit analysis, related investment planning and evaluation and other systems 
approach to management should be treated as an integral part of performance budget- 
ing. The Working Group had taken a note of this aspect also. While not denying 
either the merits or the need for such analytical studies, they had made a distinction 
between what is basically administrative planning and the purely budgetary process. 
In other words, while cost-benefit analysis or other useful managerial techniques 
should be an integral part of the administrative planning process and should also 
form a necessary adjunct to the formulation and appraisal of programmes and 
activities in the annual budgetary decision making, these are not part of tlie technique 
of performance budgeting. However, to the extent these analytical techniques are 
not developed and applied, the utility of performance budgeting could be considerably 
diminished. Thus, while moving towards performance budgeting in India, it is 
expected that tools for administrative decision making will be sharpened by the 
increasing use of new managerial techniques gradually. The introduction of perform- 
ance budgeting in India has not been made conditional on the availability or develop- 
ment of these facilities. Moreover, in India, in the planning process and in the 
selection of projects and programmes, cost benefit and such other analytical studies 
are being made wherever they are feasible or practicable. Major schemes and pro- 
jects are selected, by and large, only after considering their costs, their benefits and 
the alternative available. To the extent they are wanting, steps will have to be 
taken to develop these techniques so that selection of programmes and projects is 

sjesse Burkhead, “Government Budgeting”, John Wifey and Sons, New York, 1956, pp, i39-!40. 
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done on a rational basis. When once the programmes and projects are decided, 
whether in the conventional manner or by the application of systems studies, the 
technique of performance budgeting, as understood and applied in India, only 
ensures their implementation according to the targets set or plan of action laid down. 
In other words, the technique of performance budgeting is conceived more a.s a 
device for managerial decision making and control at the stage of implementation 
rather than as a means for top level planning. It is, however, not to suggest that 
performance budgeting will not be of any use for higher level planning and decision 
making. It certainly helps, as the functional, programme and performance classifi- 
cation provides much needed data for determining priorities, allocating resources and 
overseeing implementation. 


PPBS AND PERFORMANCE BUDGETING 

Again, performance budgeting as adopted in India is not the same thing as the 
Planning Programming and Budgeting System (PPBS) or what is generally called 
‘programme budgeting’ that lias been developed in the U.S.A. and elsewhere. The 
terminological confusion has acquired a new dimension and now. It is understood 
from the various publications and reports on the subject that the term ‘programme 
budgeting’ as understood now in the United States suggests different meanings to 
different people. “To Novick it has a very wide meaning which includes searching 
analysis of alternatives and information reporting systems. To Charles J. Hitch, 
another pioneer of PPBS, who as comptroller in the Department of Defence was 
responsible for implementing it, programme budgeting relates to that part of the system 
which produces a budget classified by outputs, and which extends far enough into the 
future to indicate the full implications of programmed outputs. The second and a 
quite distinct part of the system consists of techniques of cost benefit analysis.’’® 
Performance budgets are some times called programme budgets, but “this is misleading 
because. . . they (performance budgets) concentrate upon the measurement of perform- 
ance against costs as an aid to regular management control-’’® The term programme 
budgeting could be distinguished from performance budgeting in yet another way. 
In the case of the latter, “there is emphasis upon workloads and work standards 
related to immediate outputs, rather than to criteria of effectiveness on the one 
hand or detailed lists of expenditure headings on the other. If programme budgeting 
provides for ‘efficiency in the large’, performance budgeting aims at efficiency in 
the small®’’ 

The concept of PPBS or programme budgeting has two important components— 
a programme budget and systems analysis. The purpose of the system is to provide 
for more and better information for decision making and allocation of resources. 
It seeks to focus attention on alternative means to achieve carefully defined goals and 
objectives, specifying the total costs and benefits of each alternative. The special 
feature of the concept is the technique of long range planning and programming 
which is brought into the whole process of budget making. As in the case of per- 
formance budgeting, PPBS also relies on a classification structure in terms of pro- 
gramme categories.'sub-categories, programme elements and so on. They are what 
are called objective or output-oriented classification. Though they appear to be 
somewhat on the lines of performance budgeting, they are not the same. The 

*K.E. Rose, “Program Budgeting”, The Institute of Municipal Treasurers and AccountantST 
London , September 1 969, pp. 10-11. 
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objective or output oriented programme structure under PPBS is along goals and 
objectives in a larger sense, cutting across organisations. In performance budgeting, 

the classification by programmes and activities is established; for each departnieiit or 
organisation in relation to its functions. Here, the classification goes down to 
lowest operating levels, for work meas,uremeii't and appraisal. Programme 'budgeting 
or PPBS may appear to have some of the ■ characteristics of performance ■ budgeting^ 
but the two are not ' the, same. ■ PPBS ^ is more fox planners and analysts than for 
management, whereas, performance' budgeting is more for, .managenient. , .Conventional 
object-oriented budgets are more, useful for 'financial and legal accountability than 
for management. 

Having regard to the institutional framework obtaining in this country and 
the built-in long term and short term planning process here, and also taking into 
account the stage of development and the specific purposes sought to be served by 
an improved budgetary system in our context, it was not considered necessary at 
the moment to go in for PPBS in India. The needs of accountability, financial 
control, management review, control and decision making could be adequately served 
by fully developing the potentialities of the technique of performance budgeting 
as well as the conventional budget and by improving our systems in general, without 
complicating the matter by falling in for attractive catch words. If only we could 
make our long term and short term plans more realistic with correct estimating of 
projects and schemes, include them in the Plan and in the budget only after their 
full costs and benefits are carefully considered by the use of analytical techniques 
like cost-benefit analysis, etc., look at them over a longer horizon, improve our 
review and appraisal system through better reporting, streamline and strengthen our 
financial control practices, cut delays in sanctions and more towards a rolling plan, we 
will be realising most of the purposes of PPBS without calling it as such. In fact, it is 
gathered that even in the U.S.A. , they have not been able to successfully imple- 
ment PPBS over a wide area. There are a number of variations from this concept 
and difterent countries have started experimenting with the underlying principle behind 
the PPBS or programme budgeting in their own way. ‘Output budgeting’ as is 
being developed in the United Kingdom is more or less on the pattern of the 
American Programme Budgeting, though the emphasis and the scope may be 
different 


OUR APPROACH 

To sum up, what is being done’jn India by way of budgetary reforms is to retain 
all the virtues of the conventional budget while improving its utility in the context of 
the present day developmental requirements by gradually imbibing the good features of 
the programme and performance budgeting technique. No system is'an end by itself 
nor is it a solution to the administrative deficiencies. It has been accepted that per- 
formance budgeting offers great potentialities as a management aid. Together with 
the financial control and accountability aspects of the conventional structure, the 
technique of performance budgeting promises better decision making and control. 
However, it is only a tool and the tool will be eflective only if it is made proper use 
of. No technique is a substitute for management. The technique of performance 
budgeting has to be developed in India with this in mind. 

In the gradual application of this technique, priority should be given to major 
projects, public undertakings and departments/organisations having developmental 
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nroerammes. Normal administrative services may have low priority, 

: 'tecliBif ties. ; 
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Installation of Performance 
Budgeting — Some 
Basic Issues 


While accepting the recommendation of the Administrative Reforms Commission 
regarding performance budgeting, the Government of India decided to introduce the 
new technique in a gradual manner to cover all developmental departments and 
organisations as early as possible, without fixing any deadline for this purpose. 
Some of the State Governments have also accepted the need for performance bud- 
geting. Accordingly, performance budgets of a number of Ministries/Departments 
and Organisations at the Centre and a few departments and organisations in nine 
States are now being prepared and presented to the Parliament/State Legislatures*. 
More departments at the centre are likely to be covered soon. Similarly, more 
State Governments are expected to go in for performance budgeting in the years to- 
come. 

LIMITATIONS OF WORK DONE 

The efforts of the Central Government and the State Governments have so far 
been directed mainly to the preparation of performance budget documents by con- 
' version of the figures in the existing Demands for Grants into a new format as a 
post-budget exercise. They supplement the traditional budgets. Apart from the 
inadequacies of data regarding targets, achievements, norms and other relevant 
performance indicators, the question is whether we can say that in the departments- 
and organisations covered so far, performance budgeting has been really introduced. 
The answer is a definite no. Mere conversion of facts and figures into a new format 
is only the beginning of a long journey. The performance budgets being prepared 
are summary documents mainly meant for the information of the Pariiament/State 
Legislatures. From the point of view of a desirable budget, either as a document of 

*A list of Ministries/Departments and organisations at the centre and states whose perfor- 
mance budgets are being prepared, is given at the end of this chapter as an Annexure. Information- 
regarding states could not be had in full inspite of efforts. 
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iitilitv to Parliament/State Legislatures for review and control, or as a means by 

which the management could watch the implementation and progress of the several 

programmes and project, the attempts made so far leave much to be desired. 

Though it is desirable to cover all developmental departments as early as 
nossible one should not forget that this is not an end by itself. In fact, instead of 
Sding t’o?he numbers of departments, it would be desirable to stop this proc^s for 
fhe ti4 bStgand consolidate the position in those organisations where performance 

budgets have already been prepared. 

SOME SUGGESTIONS FOR ACTION 

The following are some of the important issues that need to be attended to and 
the line of action that may be taken in developing a system for performance budgeting 
In those depments, where a beginning has already been made with the preparation 

of summary performance budgets. 

(d\ Working Groupsf may be constituted in each department consisting of the 

^ Secretary/Head of the Department, two or three senior and middle level 
executive officers, budget and finance officers/I.F.A. of the department 

and a senior officer of the Finance Ministry/Department dealing with the 

concerned administrative department. It should be the job of this group 

to meet periodically and discuss not only the adequacy of the new classi- 
fication structure and the ustfulness of data in the perforinan^ budget, 
but also to take measures for necessary follow up action. The Group will 
have to set guidelines for generating the needed data froia the field units, 
designing appropriate performance budget formats suited to each level 
and^ for setting norms and standards. They should also evolve a machi- 
nerv for reviewing the financial and physical progress vis-^a-vis t\iQ plan of 
action and targets set out in the performance budgets. ^ Work measurement 
problems should be considered and satisfactory methods of quantification 
of work developed. 

(d) The Working Group should examine the prevailing financial control 
system and procedures with a view to seeing to whatextent it mpedes 
progress. They will have to consider removal of practical dinicuities 
in the operation of existing procedures and practices and take steps 
to ensure greater coordination of efforts. 

fc) The Group should also examine the organisational set-up in the department 
and consider measures to make it more efficient. Responsibility at each 
level should be specific and overlapping eliminated. At each level, res- 
ponsibility should be clear, and commensurate with the responsibility, ade- 
quate administrative and financial powers should also be bestowed on them. 
The entire scheme of delegations should be reviewed for this purpose. 

(d) The Working Group should consider steps to improve the accounting 
competence at the level of each controlling officer. Steps should be taken 
to maintain proper accounts internally so that management at each level 
gets timely data from accounts in respect of the financial progress of the 

tSome time ago, Working Groups were required to be constituted in the various ministries of 
the Government of India, However, these Working Groups do not appear to be functioning effectively. 
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programmes and projects. A system of internal audit and app,raisal should 
also be built up gradually. 

(e) The Working Group should' examine the prevailing reporting system and 
take measures to, strengthen it as performance budgeting needs to be sus- 
tained by an effective information and reporting system suited for each, 
level of management (Discussed in Chapter 6). 

(/) In addition' to the steps that may be considered by the Working Groups,, 
the Ministry of Finance/Department of Finance should , also examine the 
existing '■ system ^of ^ financial control ,■ with a view to sharing their powm- 
and responsibilities with the administrative department. In other words, 
the scheme of delegation of powers should be such that, consistent with 
the need for overall control by Finance, the administrative departments 
and Heads of Departments should have greater freedom of action which is 
vital in the context of wider accountability of executive under performance 
budgeting. Delays in sanctions impede progress and adversely affect 
performance. The Government of India have already initiated a number 
of measures for greater delegation. More needs to be done to make it 
effective and purposeful. 

(g) The Administrative departments should be fully involved in the budget 
formulation, and when their proposals are finally considerd by Finance, they 
should invariably be associated to the fullest extent and taken into con- 
fidence. This is not the case now in most of the States and even the Centre. 
In Other words, the Administrative Departments should have the feeling of 
involvement throughout. If this is done, the administrative departments 
cannot put the blame on Finance for arbitrary cuts or shortfalls in perform- 
ance, as they would have been fully consulted and afforded opportunity to 
re-schedule their plans. 

(h) The system should be such that the proposals from Administrative Depart- 
ments reach the Finance Departments sufficiently early, so that enough time 
is available for Finance to scrutinise them before inclusion in the budget. 
If this is done, there should ordinarily be no necessity for the Administra- 
tive Departments to approach Finance for sanctions before going ahead 
with their programmes. Pre-budget scrutiny should be detailed and comp- 
lete. No budget proposals should ordinarily be included in the budget, 
unless they have been examined in detail by the Finance. Allocation of 
funds and their distribution to various spending authorities should also be 
done with the least possible delay after the budget is passed. 

(0 It will also be necessary to speed up the finalisation of the Annual Plan 
process in consultation with the Finance and Administrative Ministries/ 
Departments of the Centre/States, so that firm plan proposals as accepted- 
are known well in time for their translation into the budgets faithfully. 

(j) Every department and organisation should plan' their activities well in 
advance and should have a programme of action not only for the budget 
year but also for a few years ahead. Unless there is such an advance 
planning and programming, operational plans and the budget for each year 
cannot be worked out in time. The financial and physical plans should 
be such that they present a series of alternatives to suit the availability of 
resources. 
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rlfel As far as possible, modern techniques of management decision making 
^ fhould be increasingly applied. Programmes, activities and projec s should 
be selected on a careful analysis of the costs and benefits of competing act^ 
vities or projects and the most optimum selected. Performance budgeting 
comes in handy for management to watch the implementation of their 
nrofiects or programmes, after careful administrative planning and analysis 
have gone into their selection. To the extent such planning and analysis 
is lacking, performance budgeting by itself will not ensure efficiency and 
'economy to the : 

(i) As mentioned earlier, performa^ are today presented as sup- 

pLnentary docnments. This is so because the required accounting 
siipport is wantin^^^ and accounting heads need to be 

ratumalised along functions, programmes, activiUes and projects. The 
structure and contents of the Demands for Grants also need to be 
streamlined. For too many details now appear in the budget. They need 
to be simplified and rationalised. As referred to earlier, these aspects have 
been referred to a Team of Officers set up by the Government of India. 

When once their recommendations are accepted and implemented, more 

than 50 per cent of the job may be said to be over. It would then be 
possible to do away with the supplementary exercise now being ^one md 
the performance budgets would get integrated with the^mands foi Grants 
(as rationalised). Recommendations of the Team of Officers on this and 
allied issues are awaited.* 

(m) The Government of India are committed to performance budgeting. It is, 

^ therefore, very necessary that adequate top-level support is provided m mil 

measure. Without the active backing from the top, the results are bound 
to be disappointing. The same is true of the State Governments. Parliament 
has been informed of the Governments acceptance of the recommendations 
of the Administrative Reforms Commission on performance budgeting and 
allied issues. The movement will get a fillip, if Parliament/State Legislatures 
and their Financial Commitees evince keen interest in the proper imple- 
mentation of the relevant recommendations. 

(n) Above all, performance budgeting is only one of the aids to management. 
It does not by itself solve any problem. The success of any such tool 
depends on how wisely and enthusiastically informed management makes use 
of them. Performance budgets will aid management only if they are 
introduced and developed for their use ctt each level, ■Budgets on^ a per- 
formance basis will have to be prepared from the lowest level, built up, 
reviewed and consolidated at each successive higher levels. Summary per- 
formance budgets of the type prepared now are only for information of tne 
Pariiament/State Legislature; they are not operational tools for the manager, 
supervisor or the implementing official. Determined training efforts are 
needed to educate all officials in the hierarchy so that they are enabled to 
prepare and make use of performance budgets suited to their needs. 

(o) Lastly, there is urgent need to have a full-fledged and well-manned unit in the 
Ministry of Finance (Budget Division) to assume the role of motivator, co- 
ordinator and trainer assigned to it by the Administrative Reforms Com- 
mission. At present, it is understood that no such unit with whole time 
officers is functioning in the Ministry of Finance. Among other things, the 

*S€6 also Chapter 3. 
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Ministry of Finance should review the performance budgets being prepared 
now, identify their deficiencies and give , suitable guidelines to the ad-' 
ministrative Ministries/Departments. They should also find out why these 
performance budgets have failed to evoke sufficient interest in the top level, 
why top ^ level officers are not impressed about their utility and how they 
could be improved and made meaningful and iisefuL The utility of per- 
formance budgets should be brought home to the top level, .and only then, 
they will take active interest to go in whole heartedly for it., , . 
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ANNEXURE 



LIST SHOWING NAMES OF CENTRAl. AND STATE ORGANISATION 
WHOSE PERFORMANCE BUDGETS ARE BEING PREPARED 


A— GOVERNMENT OF INDIA 


1968- 69 (4 Ministries; 8 departments/organisations) : 

1. Ministry of Communications 

(«) Posts & Telegraphs Department (Capital Outlay) 

(&) Overseas Communications Service 

(c) The Monitoring Organisation 

{d) Wireless Planning and Coordination Wing 

2. Ministry of Health, Family Planning & Urban Development 

(a) Department of Family Planning 

3. Ministry of Transport and Shipping 

4. Ministry of Works, Housing & Supply 

(a) Central Public Works Department 

(b) Chief Controller of Printing and Stationery 

1969- 70 (6 Ministries; 13 Departments/Organisations) : 



1. Ministry of Irrigation & Power 

2. Department of Food (Ministry of Agriculture) 

3. Ministry of Communications 

(a) Posts & Telegraphs Department (Capital Outlay and Working Expenses)* 

(b) Overseas Communications Service 

(c) The Monitoring Organisation 

(d) Wireless Planning and Coordination Wing 


4. Ministry of Health, Family Planning, Works, Housing and Urban Develop- 

:>;; ;ment:;;v* 


(a) Department of Health 

(b) Department of Family Planning 
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(c) Central Public Works Department 

(d) Chief Controller of Printing & Stationery 

5. Ministry of Shipping and Transport 

6. Ministry of Tourism and Civil Aviation 
(«) Department of Civil Aviation 

(b) India Meteorological Department 

1970-71 (7 Ministries; 21 Departments/Organisations) : 

1. Ministry of Labour, Employment and Rehabilitation 

(a) Department of Labour and Employment 

(b) Directorate General of Labour and Employment 

2 . Department of Agriculture (Ministry of Agriculture) 

(^r) Exploratory Tube Wells Organisation 

(b) Indo-Norwegian Project, Ernakulam 

(c) Deep Sea Fishing Organisation, Bombay 

(d) Central Institute of Fisheries Education, Bombay 

(e) Delhi Milk Scheme 

(/) National Seeds Corporation 

3. Department of Food (Ministry of Agriculture) 

4. Ministry of Irrigation & Power 

5. Posts & Telegraphs Department (Ministry of Communications) 

6. Ministry of Communications (Other than Posts & Telegraphs) 

(a) Overseas Communications Service 

(b) The Monitoring Organisation 

(c) Wireless Planning and Coordination Wing 

7. Ministry of Health, Family Planning, Works, Housing and Urban Develop- 
ment 

(a) Central Public Works Department 

(b) Chief Controller of Printing and Stationery 

(c) Department of Health 

(d) Department of Family Planning 
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8. Ministry of Shipping and Transport 

9. Ministry of Tourism and Civil Aviation 

(a) Department of Civil Aviation 

0) India Meteorological Department 
1971-72 (9 Ministries; 31 Departments/Organisations) 

/n aJd'Mon to the 2Z organisations and departments covered by 1970-71 (as^ 

listed under 1970-71), the following were aided. 

1. Department of Agriculture (Ministry of Agriculture) 

(a) Central Institute of Fisheries Operations, Cochin and Madras 
{b) Forest Research Institute and Colleges, Dehra Dun 

(c) Directorate of Plant Protection, Quarantine and Storage, Faridabad 

(d) Tractor Training and Testing Stations, Budni and Hissar (2 units) 

2. Ministry of Foreign Trade 

3. Ministry of Information and Broadcasting 

(a) P lanning & Development Unit of All India Radio 

(b) Films Division 

(c) Directorate of Field Publicity 

(d) Photo Division 

(e) Film and Television Institute of India 

Wll-Ti (10 Ministries; 33 Departments/Organisations) 

The following additional organisations and departments are proposed to be 
covered during 191 2-1 'i over and above those already being done : 

1. Department of Tourism 

2, Department of Mines and Metals (a few units) 
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B- STATE GOVERNMENTS 


I. Bihar* 

1971 - 72 

1. Agriculture 

2. Fisheries 

3. State Lotteries 

4. Tenughat Project 

1972 - 73 

Information not available 

II. Kerala 

1970 - 71 

1. Public Works (Buildings & Roads) 

1971 - 72 

1. Public Works (Buildings & Roads) 

1972 - 73 

Information not available. 


III. Maharashtra 

1971- 72 (2 Departments) 

1. Irrigation and Power 

2. Co-operation 

1972- 73 (2 Departments/5 Organisations) 

1. Irrigation & Powerf 

2. Co-operationf 

3. Agriculture 
*In Hindi only 

tDocuments not received; presumed these were prepared as these have been covered in 1971-72. 
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4. Fisheries 

5. Animal Husbandry 

IV. Mysore 

1970- 71 

1, Department of Education and Youth Services 

2. Department of Ports 

1971- 72 & 1972-73 
Information not available 

V. Punjab 

1970- 71 (3 Departments) 

1 . Family Planning 

2. Transport 

3. Public Works Department (Buildings & Roads) 

1971- 72 (12 Departments and Organisations) 

1. Family Planning 

2. Transport 

3. Medical Department 

4. Public Works Department (Buildings & Roads) 

5. Public Works Department (Irrigation) 

6. Public Works Department (Public Health) 

7. Punjab State Small-Scale Industries Corporation Ltd. 

8. Punjab Agro-Industries Corporation 

1972- 73 (12 Departments and Organisations) 

1. Family Planning 

2. Medical 

3. Transport' 
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4. Public Works Department (Buildings & Roads) 

5. Public Works Department (Irrigation) 

6. Public Works Department (Public Health) 

7. Punjab State Small-Scale Industries Corporation Ltd. 

8. Punjab Agro-Industries Corporation 

9. Department of Agriculture 

10 Department of Animal Husbandry 

11. Co-operative Department 

12. Punjab State Electricity Board ' 

VI. Rajasthan 

1970- 71 (9 Departments/Organisations/Units) 

1 . Technical Education 

2. Medical and Health Schemes (T.B. Control Programme, Malaria 

Eradication Programme and Family Planning Programme) 

3. Public Health Engineering Department 

4. Agriculture Department 

5. Co-operative Department 

6. Irrigation Department 

7. Public Works Department (Buildings & Roads) 

1971- 72* ( 1 1 Departments/Organisations/Units) 

1. Technical Education 

2. Medical and Health Schemes (T. B. Control Programme, Employees 
State Insurance Scheme, Malaria Eradication Programme, Smallpox 
Eradication Programme and Family Planning Progra mm e) 

3 to 7— As in 1970-71 

1972- 73* (20 Departments/Organisations/Units) 

1. Technical Education 



*In Hindi only. 
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2. Medical and Health Schemes (In addition to those covered in 1971-72, 

2 new programmes, vfe., Medical Colleges and attached Hospitals and 

Hospitals and Dispensaries including Primary Health Centres were added 
this year) 

3 to 7— As in 1970-71 

8. Animal Husbandry (including Fisheries) 

9. Sheep and Wool Development 

10. Forest Department 

11. Industries Department (3 units) 

12 . Rajasthan Canal Project. 

vn. Tamil Nadu 

1970 - 71 (2 Organisations) 

T. Directorate of Agriculture 

2. Directorate of Transport 

1971- 72 (11 Organisations) 

1 . Directorate of Agriculture 

2. Directorate of Transport 

3. Directorate of Industries 

4. Directorate of Fisheries 

5. Directorate of Education (School, Collegiate and Technical) 

6. Directorate of Health Services & Family Planning 

7. Directorate of Medical Education 
8 Directorate of Harijans Welfare 
9. Directorate of Backward Classes 

Documents not received; presumed all the above organisations are conti- 
nued. Additions, if any, are not known. 
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VIII. Uttar Pradesh* 

1970- 71 (3 Departments) 

1. Irrigation Department 

2. Public Works Department (Buildings & Roads) 

3. Family Planning 

1971- 72 (4 Departments) 

1. Irrigation Department 

2. Public Works Department (Buildings & Roads) 

3. Family Planning 

4. Industries Department. 

1972- 73 (6 Departments) 

1 . Irrigation Department 

2. Public Works Department (Buildings & Roads) 

3. Family Planning 

4. Industries Department 

5. Co-operation Department 

6. Agriculture Department. 

Note— Information about states not complete. It is possible there may be 
omissions or errors, though every care has been taken to prepare this list. It is under- 
[ stood that Andhra Pradesh has also made a beginning. 



*In Hindi only. 
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